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Chapter One

Introduction

1.1. Motivation

Entrepreneurial activities and entrepreneurs do not emerge in isolation rather in a very
integrated and complex system (ecosystem) with multiple actors (Cowell et al., 2018).
The magnitude of entrepreneurship’s contribution to socio-economic development is
contingent upon the respective country’s entrepreneurial enabling environments
(ecosystems)-EEs (Colombo & Dagnino, 2017). As the newly emerged research stream,
entrepreneurial ecosystem has increasingly captured the attention of scholars, policy
makers and practitioners (Malecki, 2018). Moreover, the term entrepreneurial ecosystem
has been used to express and explicate the frameworks on how entrepreneurs and start-
ups interact with other actors. The success of entrepreneurs is fueled by conducive
entrepreneurial supporting environments characterized by multiple interconnected
players who offer valued resources to them (Audretsch et al., 2019). Thus, the
phenomenon of entrepreneurial ecosystems has been recently used as the framework to
describe and explain the integrated nature of economic, political, social, and cultural
aspects that boost the growth of innovative new enterprises and supports high risk
endeavors (Philip, 2017).

Roundy (2017) depicts that an effective entrepreneurial ecosystem involves sharing of
knowledge, opportunities for learning and resources which induce innovation and as the
result boosts economic activities. Vibrant entrepreneurial ecosystems and their effects on
economic growth can be illustrated by successful entrepreneurial ecosystems such as in
London, Tel Aviv, Singapore, Silicon Valley and Boston. These entrepreneurial
ecosystems are characterized by having advanced financial service systems that facilitate
access to venture capital, good infrastructures, technological innovation, investment in
research and development activities through universities and serious government efforts

to support entrepreneurial initiatives (Acs et al., 2017).



The concept of entrepreneurial ecosystems has been defined in different ways. Some
scholars associate entrepreneurial ecosystems with clusters and regional innovation
systems (RIS) that are confined by geographical boundaries. For example, Cohen (2006)
referred to entrepreneurial ecosystem as interconnected group of actors in a local
geographic community committed to sustainable development through the support and
facilitation of new sustainable ventures. Similarly Spigel (2017) referred to the
phenomenon as union of localized and interconnected elements such as cultural outlooks,
social networks, investment capital, universities and active economic policies that support
innovative ventures. Other scholars have widened the scope of entrepreneurial
ecosystems beyond geographical boundaries. They view entrepreneurial ecosystems as a
network that is not necessarily locally confined. The more influential and widely applied
meaning was coined by Isenberg (2010) who referred to entrepreneurial ecosystem as a
set of interconnected elements (within a network) such as leadership, culture, capital,
markets, human skills and support (Audretsch, Cunningham, Kuratko, Lehmann, &
Menter, 2019; Mack & Mayer, 2015; Stam, 2015).

Accordingly, it can be argued that an entrepreneurial ecosystem is an interconnected
system with multiple players at both micro and macro level, entrepreneurial organizations
such as venture capital providers, business angels and banks; various institutions such as
universities and public sector agencies; and entrepreneurs at large, that both formally or
informally connect, mediate and govern entrepreneurial performance (Philip, 2017;
Theodoraki, Messeghem, & Rice, 2018). Isenberg (2010) postulated further that an
entrepreneurial ecosystems’ sustainability should not be viewed from geographical
boundaries alone rather from an extended network point of view. For instance, under the
influence of globalization, entrepreneurial ecosystems may bring together participants
that are not necessarily found within same geographical location, for example putting the
role of crowdfunding (Velt, Torkkeli, & Saarenketo, 2018) and crowdsourcing

(Maroufkhani, Wagner, & Ismail, 2018) into context.

Spingel and Harrison (2017) distinguish the EE concept from the older concepts of
clusters and RISs. The disparities arose from the focus of the EEs. While clusters and
RISs focus on older and established firms, the EEs put much emphasis on the
entrepreneur/start-up centric viewpoint (Kansheba and Wald, 2020). Thus, they focus on



the needs of entrepreneurs and their related new ventures. Unlike large (established)
firms, entrepreneurs, and their start-ups (at different phases of their development) require
different sorts of expertise and they acquire resources in different ways (Maroufkhani et
al., 2018). On the other hand, forms of networks and assistances forged by clusters and
innovation systems emerge from either the formation of economies of scale and scope
within an area or the stickiness of tacit knowledge that links it to a place in clusters and

innovation systems (Spingel and Harrison, 2017).

EE functionality is described by the logic of the socially embedded character of the
entrepreneurship process, which encompasses a wide range of people, resources, and
capacities (Audretsch et al., 2019; Isenberg, 2010). This necessitates the development of
new theories that address these concerns in a way that provide a comprehensive
understanding of innovative entrepreneurship. As pointed out by Colombo and Dagnino
(2017), a better understanding of the processes through which EEs emerge, change over
time, and how are governed and sustain high-growth start-ups, is particularly important.
Moreover, Spingel and Harrison (2017) conclude further that the dynamics that drive
older concepts (e.g., clusters and RIS), such as economies of scale, economies of scope,

and knowledge spillovers, are insufficient to explain EEs functionalities.

1.2 Current state of knowledge, research potential, and research

objectives

Despite the growing number of studies on entrepreneurial ecosystem, there is still a
limited understanding of the concept in terms of its theoretical and empirical foundations.
For instance among of the novel questions embedded the concept are: what is the
theoretical and conceptual distinction between the new concept of EE and conversional
concepts such as clusters, industrial districts, and regional innovation systems? what are
its micro and macro theoretical and empirical foundations? how do EEs evolve and who
govern them? Moreover, extant studies on entrepreneurial ecosystems focus on
distinguishing relevant eco- factors, outputs, and outcomes that create vibrant and

sustainable entrepreneurial ecosystems (Audretsch et al., 2019).

Consequently, Nicotra et al. (2018) developed a measurement framework for testing the

causal effects between eco-factors, output, and outcome of entrepreneurial ecosystems.



However, less has been done in term of synthesizing the findings of extant studies but
also empirically validating the proposed EE framework. Therefore, the first significant
research objective of this doctoral dissertation is a systematic synthesis to explore the
research status quo to strengthen the theoretical and conceptual foundations of the EE
concept. The first objective also sought to explore emerging and potential future research

avenues.

Research Objective 1:

a) To explore the key theoretical and conceptual foundations of the concept of

entrepreneurial ecosystem.

b) To explore the emerging and potential future research streams (avenues) of the

entrepreneurial ecosystems.

The rapprochement from the EEs literature indicates that despite its increasingly
importance and attention among scholars, policymakers, and practitioners, the concept is
still under-theorized, conceptual dominated with insufficient empirical validation. As an
effort to fill the empirical gap, Nicotra et al. (2018) developed a measurement framework
to guide empirical studies on the EEs research. The framework suggests a direct causal
relationship between eco-factors and eco-output (s) of entrepreneurial ecosystems.
According to Isenberg (2010) eco-factors are various forms of capital that coherently
define the quality and depth (vibrance) of the entrepreneurial ecosystems. These include
financial capital (access to finance and market), institutional capital (policy, regulations,
norms, infrastructure, support structures: R&D services, mentors, advisors, incubators,
accelerators), knowledge capital (basic, tertiary, & high education, entrepreneur-specific
trainings, qualified human capital), and social capital (networking, trust, entrepreneurial-

specific cultural support).

On the other hand the productive entrepreneurship (PE) is considered as the main eco-
output of the vibrant EEs (Nicotra et al., 2018; Malecki, 2018). Moreover productive
entrepreneurship (PE) is considered as a tool of enormous importance in propelling

country’s socio-economic growth and development (Audretsch et al., 2019). Baumol



(1990) and Acs et al. (2017) refer to productive entrepreneurship as any productive
entrepreneurial activity that contributes directly or indirectly to the net output of the
economy or capacity to produce additional output and ultimately increase total welfare.
Nicotra et. al (2018) further added that the total value creation by productive
entrepreneurship should exceed the sum of the value created by individual entrepreneurs.
Targeting and stirring productive entrepreneurship promote competition and market
efficiency that finally increase people’s welfare (Audretsch & Belitski 2017). Customers
get access to a wide variety of goods and services due to the presence of quality and
differentiated products from new entrants and incumbents. Nicotra et al. (2018) classify
productive entrepreneurial activities into two as early-stage and high-growth

entrepreneurial activities.

To enrich our understanding on the EE phenomenon, there is a need for empirical
validation on the extant conceptualization. Thus, this doctoral dissertation aimed at
empirically testing the prior mentioned EE measurement framework developed by
Nicotra et al. (2018). It further refined the model by postulating the role of (product and
process) innovation on the causal relationship between eco-factors and eco-output of
entrepreneurial ecosystems. Innovations through invention of new products and processes
positively impact entrepreneurial performance and socio-economic development (Scuotto
et al., 2019). Carayannis and Grigoroudis (2012) add that innovations enable
entrepreneurs to continuously identify and explore new ideas and markets that eventually

improves customers’ satisfaction.

Innovative and proactive entrepreneurs are opportunity creators (Del Giudice et al., 2014)
and successfully engage in productive entrepreneurial activities more than less innovative
entrepreneurs who are associated with low survival rate and stagnant growth (Antony et
al.,, 2017). Given the over-changing economic and business-related environments
entrepreneurs and their related startups need to innovate in order to remain competitive
(Scuotto et al., 2017). Vibrant entrepreneurial ecosystems are the habitat of such
innovative entrepreneurs (Herman, 2018). Economies with quality and conducive
entrepreneurial ecosystems have higher innovation performance than economies with

poor entrepreneurial ecosystems (Acs et al., 2018). Entrepreneurial ecosystems provide



necessary inputs (both intangible eg., human and technological know-how and tangible

eg., infrastructures) for innovation performance (Carayannis et al., 2017).

Research objective 2: To examine the relationship of innovation in the

entrepreneurial ecosystems and productive entrepreneurship.

Recent extant (few) empirical studies on testing the entrepreneurial ecosystem conceptual
and measurement framework by Isenberg (2010) and Nicotra et al. (2018) provide
contradictory findings regarding the causal relationship between eco-factors and outputs.
For instance, Corrente et al. (2019) document a direct relationship between eco-factors
and eco-output in European countries (developed economies) whereas Kansheba (2020)
shows that such relationship in the context of developing countries using Sub-Saharan
African economies is an indirect one and more pronounced when mediated by
innovations. Inadequate conclusive evidence on the direct causal relationship between
eco-factors and eco-outputs of the EEs calls upon a need for further inquiry to explore
other logics that have the potentials of improving the current theorizing on the existing

EE framework.

Thus, building on the entrepreneur-centric view of the EEs, this doctoral dissertation
further aimed at filling the above gap by postulating the role of entrepreneurial attitude
on the relationship between EE quality and successful (productive) entrepreneurial
activities. The idea is that the stronger the EE vibrance (quality) characterized by
abundance of actors and their variant supporting activities, the higher the entrepreneurial
attitude and morale by entrepreneurs, and ultimately the higher the birth rate of early-
stage and high-growth entrepreneurial activities. Entrepreneurial attitudes at either
(psychological/individual) micro level (Colakoglua, & Goéziikarab, 2016; Amidzic, 2019)
or (sociological/country) macro level (Draghici et al., 2014; Nitu-Antonie, 2017) are
largely influenced by the EEs in which they operate in. It is reported that apart from
internal motivations that influence the entrepreneurs there are also external motivations

such as resources and opportunities (Mueller, 2006).

Vibrant EEs provide for tangible resources (financial capital and infrastructures) and
intangible resources (knowledge, skills, and networks) that develop and increase the
entrepreneurial attitude of both potential and nascent entrepreneurs (Roundy, 2017).



However, EEs are evolutionary in terms of their configurations and elements (Liguori et
al., 2019). With that regard, entrepreneurial attitudes become dynamic given the changes
in the quality of a particular EE (Mack & Mayer, 2015). Thus, people with high
entrepreneurial attitudes are more likely to engage in entrepreneurial activities and
maximize their utilities than those with lower entrepreneurial attitude (Jason & Evan,
2005). Fitzsimons & Douglas, (2005) further posit that entrepreneurial attitude involves
an individual's ability to identify and utilize potential lucrative entrepreneurial

opportunities and how culture supports and embraces entrepreneurial behaviours.

Research objective 3: To examine the relationship of entrepreneurial attitude in the
entrepreneurial ecosystems and productive entrepreneurship

(early-stage and high-growth activities).

Fourthly, this doctoral dissertation sought to examine the role and the functioning of the
EEs during the heightened uncertainties particularly in the context of Covid-19. The role
of entrepreneurial ecosystem to promote business continuity during disruptive events
cannot be ignored (Maritz et al. 2020). However, this depends on the quality of the
ecosystem reflected by the presence of conducive culture, facilitating policies and
leadership, availability of dedicated finance, infrastructures and relevant human capital,
venture-friendly market for products and institutional and infrastructural support
(Isenberg 2011). Well-functioning and performing EE are evidenced by the presence of

large number of new start-ups joining early-

stage entrepreneurial activities (Kansheba and Wald 2020), and innovative and high

growth start-ups with longer survival rate (Nicotra et al. 2018).

Highly disruptive events, such as the outbreak of the Covid-19 pandemic, have brought
unprecedented levels of uncertainty in the market thus distorting the environment in
which entrepreneurs operate. Mason and Hruskova (2021) identified four (4) potential
ways in which Covid-19 counter measures could affect different EE elements. Firstly,
skyrocketing business failures due to lockdowns has significantly reduced entrepreneurial
intention by discouraging risk taking behaviour. Secondly, the support organizations such
as universities, accelerators, incubators, and technical service providers have suffered

losses resulting to permanent or temporary cessation of operations. Thirdly, finance



providers such as venture capitalists, angel investors have grown reluctant to invest in
start-ups instead they opt to support established business ventures. Fourthly, restrictions
on social gatherings have put a strain on the magnitude of social networking activities
between EE actors such as entrepreneurs and business leaders or mentors thus hindering

knowledge transfer.

The functioning of EEs can be well understood through the interconnectedness between
entrepreneurial stakeholders and their importance in fostering entrepreneurial
development (Isenberg, 2010). Bischoff and VVolkmann (2018) identify three (3) ways in
which EE stakeholders are interconnected to foster EE functioning namely, stakeholders’
engagement, collaboration, and support. Stakeholder engagement pertains to involvement
of internal and external stakeholders by creating networks for knowledge and resources
sharing which eventually results into innovative business strategies (Shams et al. 2019).
Stakeholder engagement entails involving key stakeholders in firm’s decision making by
establishing constructive dialogue and productive communication with them to balance

their interests and ultimately foster business performance (Chandler and Werther 2014).

On the other hand, stakeholder collaboration entails communicating, teaming up and
partnering with various stakeholder groups in creating shared values and collective
understanding (Denning and Dunham 2010). Stakeholders™ collaborations within an EE
fosters the flow of tangible resources as well as the exchange of knowledge which leads
to collective proactive decisions amid difficulties (Bischoff and Volkmann 2018).
Furthermore, stakeholders™ support is crucial for (firms’) entrepreneurs™ survival
(Freeman et al., 2010). Different stakeholders provide different types of support that
contribute to entrepreneurial success (Bischoff and Volkmann 2018). Stakeholder support
is crucial for a healthy EE by building trust among actors which facilitates flow of

resources (Theodoraki et al., 2017).
Research objective 4:

a) To examine how the government countermeasures in reaction to the Covid-19
pandemic affect the perceived quality and performance of entrepreneurial

ecosystems.



b) To examine how entrepreneurial ecosystems™ stakeholders™ engagement,
collaboration, and support curb down the Covid-19 economic consequences on

EEs perceived quality and performance.

1.3 Structure and contribution of the dissertation

The overarching objective of this doctoral dissertation is to contribute a more granular
understanding on the EE phenomenon-an infant with increasingly attention research area
within entrepreneurship. Therefore to achieve this goal, all four research papers in this

dissertation address at least one of the research objectives as mentioned earlier.

Research paper 1 entitled Entrepreneurial ecosystems: a systematic literature review and
research agenda, addresses the research objective 1. Thus, the purpose of this paper is to
present a systematic review of extant literature on entrepreneurial ecosystems and to
develop a research agenda. Following Tranfield et al. (2013), the study deployed a
systematic literature review of 51 articles obtained from three comprehensive databases
of Web of Science, Google Scholar and Scopus. The analysis includes two phases. First,
a descriptive account of research on entrepreneurial ecosystems and second, a content
analysis based on a thematic categorization of entrepreneurial ecosystems research. The
findings show that the concept of entrepreneurial ecosystems is both under-theorized and
it has been recently dominated by conceptual studies. The focus of empirical research is
on technology-based industries in Western economies using cases studies as
methodological approach. This review contributes to the body of knowledge on
entrepreneurial ecosystems research by providing a systematic review following a
thematic grouping of extant research into antecedents, outputs, and outcomes of
entrepreneurial ecosystems. It reveals existing theoretical and empirical gaps in research

as well as offering avenues of future research on entrepreneurial ecosystems.

Research paper 2 entitled Small business and entrepreneurship in Africa: the nexus of
entrepreneurial ecosystems and productive entrepreneurship, focuses on research
objective 2. The impact of entrepreneurship and small business activities in Africa has
habitually been lower and receives less attention in research. This study aims at
investigating the mediation role of innovations on the relationship between

entrepreneurial ecosystem approach and productive entrepreneurship. Using panel dataset



of 35 African countries, the study contributes to the existing literature in two ways. First,
the panel regression findings contribute to the theoretical debate and fill the empirical gap
in EE research. The findings reveal mixed (positive and negative) and weak insignificant
direct influence of eco-factors such as finance, government support and programmes,
knowledge, market, and culture on productive entrepreneurship. However, their influence
is more pronounced when innovations mediate the relationship. Second, it provides new

insight to policymakers and practitioners in developing

policies and programmes that foster entrepreneurial ecosystems and improved innovation
performance for better entrepreneurship development. It concludes with suggestions for

future research.

Research paper 3 entitled Entrepreneurial ecosystems quality and productive
entrepreneurship: entrepreneurial attitude as a mediator in early-stage and high-growth
activities, addresses research objective 3. This study examines the mediation effects of
entrepreneurial attitudes (EAS) on the nexus of the entrepreneurial ecosystem (EE) quality
and productive entrepreneurship for early-stage and high-growth entrepreneurial
activities. The study employs global entrepreneurship monitor (GEM) panel data of 137
economies from 2014 to 2018. Random effect panel regressions and relative effect size
estimations were used for data analysis. The study’s findings show complementary
mediation effects suggesting that EE quality steers entrepreneurial activities via the EA.
However, such mediation is much more vivid towards high growth than early-stage

activities.

Vibrant EEs provide necessary resources that boost the attitude of potential and nascent
entrepreneurs to engage in early stage and high-growth entrepreneurial activities.
Research limitations/implications — The study utilizes GEM data to explain the EEs and
EA dynamics and their related effects on entrepreneurship at the macro level. Future
research may study the phenomena by using micro level data. The paper explores a less
empirically researched question on how EEs steer entrepreneurship growth and
development. It reveals a need for new perspectives/logics (e.g. mediation/ moderation)
for improving the explanations on the extant EEs framework. It further informs
policymakers and practitioners to design entrepreneur-centred EE policies and programs.
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Research paper 4 entitled Cushioning the Covid-19 economic consequences on
entrepreneurial ecosystems: the role of stakeholders™ engagement, collaboration, and
support, focuses on research objective 4. The Covid-19 (corona virus) disruptions have

necessitated a new way of

thinking about how entrepreneurship and its environments (ecosystems) function in times
of heightened uncertainty. Based on a sample of 237 entrepreneurial ecosystem (EE)
stakeholders in Tanzania - an emerging economy, the study examines the pandemic
economic consequences steered by government countermeasures on the EE- perceived
quality and performance. It further examines the role played by EE stakeholders®
engagement, collaboration, and support during the crisis. The structural equation model
results suggest that strictness of government counter measures for containment of the
current pandemic predicament has a bearing on EE- perceived quality and performance
by fuelling EE vulnerability via amplifying the magnitude of the negative effects. The
findings further indicate that stakeholders® engagement and collaboration play a
significant role in improving the EE-perceived quality and slowing down EE-
vulnerability. It concludes by providing the implications and avenues for future research.

The rest of this dissertation is organized as follows. Chapter 2 (research paper 1)
synthesizes the EE literature and provides a comprehensive overview of the current
knowledge within the research field. Chapter 3 (research paper 2) presents an empirical
study on the mediating role of innovations on the relationship between entrepreneurial
ecosystems and productive entrepreneurship. Chapter 4 (research paper 3) presents and
empirical study on the mediating role of entrepreneurial attitude on the relationship
between entrepreneurial ecosystems and productive entrepreneurship. Chapter 5 (research
paper 4) examines the Covid-19 pandemic consequences on the EE, and the role played
by stakeholders® engagement, collaboration, and support. Chapter 6 concludes the
dissertation by presenting the theoretical and practical (managerial) implications. The
chapter further presents avenues with potentials of future research. Figure 1 below
summarizes the structure of the dissertation and gives a brief graphical overview of the
research papers' titles, research approach, the methods employed, the data employed, and

the underlying research objectives.
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Chapter Two

Entrepreneurial Ecosystems: A Systematic Literature Review

and Research Agenda

Abstract

The emerging concept of entrepreneurial ecosystems has captured the attention of
scholars, practitioners, and policy makers. Although studies on entrepreneurial
ecosystems continue to grow, their contributions are still disintegrated. Thus, the purpose
of this paper it to present a systematic review of extant literature on entrepreneurial
ecosystems and to develop a research agenda. The study deployed a systematic literature
review of 51 articles obtained from three comprehensive databases of Web of Science,
Google Scholar and Scopus. The analysis includes two phases. First, a descriptive account
of research on entrepreneurial ecosystems and second a content analysis based on a
thematic categorization of entrepreneurial ecosystems research. The findings show that
the concept of entrepreneurial ecosystems is both undertheorized and it has been recently
dominated by conceptual studies. The focus of empirical research is on technology-based
industries in Western economies using cases studies as methodological approach. This
review contributes to the body of knowledge on entrepreneurial ecosystems research by
providing a systematic review following a thematic grouping of extant research into
antecedents, outputs, and outcomes of entrepreneurial ecosystems. It reveals existing
theoretical and empirical gaps in research as well as offering avenues of future research

on entrepreneurial ecosystems.

Keywords: Entrepreneurial Ecosystems, Entrepreneurs, Start-up, Antecedents,

Outputs and Outcomes of Entrepreneurial Ecosystems.
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2. Introduction

Entrepreneurial activities and entrepreneurs do not emerge in isolation rather in a very
integrated and complex systems with multiple actors (Cowell, Lyon-Hill, & Tate, 2018).
Thus, the term entrepreneurial ecosystem has been used to express and explicate the
frameworks on how entrepreneurs and start-ups interact with other actors. Isenberg (2010,
p. 3) referred to entrepreneurial ecosystem as “a set of interconnected elements such as
leadership, culture, capital, markets, human skills and support that foster entrepreneurial
development.” Well established entrepreneurial ecosystems have positive effects on the
economy in terms of job creation, household incomes, and economic growth (Atiase,
Mahmood, Wang, & Botchie, 2018).

The concept of entrepreneurial ecosystems has recently captured the attention of scholars,
practitioners and policy makers although, there is a significant knowledge gaps in terms
of the conceptual meaning, the theoretical foundation and the application (Acs, Stam,
Audretsch, & O'Connor, 2017; Malecki, 2018). Extant scholarly work associates the
concept of entrepreneurial ecosystem with related concepts such as industrial districts,
clusters and regional innovation systems (Harper-Anderson, 2018; Sambo, 2018).
Unfortunately, the relatedness of entrepreneurial ecosystems to other concepts may
prevent a clear understanding of the phenomenon. These more traditional concepts focus
on large systems of value chain creation dominated by large and international companies
with little concern on entrepreneurs and startups (Kathrin Bischoff & Volkmann, 2018;
Subrahmanya, 2017).

Unlike these traditional concepts, entrepreneurial ecosystems put more focus on
entrepreneurs and startups which are considered as focal actors of the system and the role
of other players in supporting the whole entrepreneurial process (Nicotra, Romano, Del
Giudice, & Schillaci, 2018).Recent studies on entrepreneurial ecosystems are built on
Isenberg’s (2010) framework and definition (Audretsch et al., 2019; Mack & Mayer,
2015; Stam, 2015). Vibrant entrepreneurial ecosystems and their effects on economic
growth can be illustrated by successful entrepreneurial ecosystems such as in London, Tel

Aviv, Singapore, Silicon Valley and Boston. These entrepreneurial ecosystems are
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characterized by having advanced financial service systems that facilitate access to
venture capital, good infrastructures, technological innovation, investment in research
and development activities through universities and serious government efforts to support

entrepreneurial initiatives (Acs et al., 2017).

There has been an increasing number of studies on entrepreneurial ecosystem. However,
less has been done in aggregating an integrating the findings of these studies. More
recently, first reviews were published focusing on selected aspects of entrepreneurial
ecosystems. For example, Maroufkhani et al. (2018) presented a descriptive analysis of
entrepreneurial ecosystem studies documenting methodologies applied and publication
outlets. Malecki (2017) provided a bibliometric study of the entrepreneurial ecosystem
literature with a focus on the choice of scale and university-centred entrepreneurial
ecosystems. In this paper, we intend to complement prior reviews and contribute to the
existing body of knowledge by conducting an in-depth systematic content analysis to
show how various aspects of entrepreneurial ecosystem have been researched and
discussed over time. We intend to address the following questions: (1) How has
entrepreneurial ecosystem research evolved over time (2) What are its key theoretical
and conceptual foundations? (3) What are emerging future research streams for

entrepreneurial ecosystems?

The reminder of this article is organized as follows: Section 2 provides a description of
the methodology employed by detailing data collection and analysis. Section 3 and 4
present the descriptive results and the content analysis. We conclude by presenting

avenues for future research which we derived from our review.
2.1. Methodology

We deployed a systematic literature review following the approach of Tranfield, et al.
(2003) who provided criterion for ensuring transparency and replicability of the analysis
when using literature sources. A systematic literature review enables researchers to map
extant intellectual resources and direct their research questions towards further
knowledge production and development (Cook, Mulrow, & Haynes, 1997; Tranfield,
Denyer, & Smart, 2003). However the process demands exhaustive consistency for it to
yield rigor results (Brereton, Kitchenham, Budgen, Turner, & Khalil, 2007).
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2.1.1. Sampling and Data Collection

An essential task in undertaking a systematic literature review is to ensure the extraction
of relevant sources (articles) that will guide the discussion of the phenomenon. We based
our search on three comprehensive databases: Web of Science, Google Scholar and
Scopus. We used the following key search terms; *ecosystem for entrepreneurship* or
*entrepreneurial ecosystem* or *entrepreneurship ecosystem* within topic; title, abstract
and keywords (Matthews, Chalmers, & Fraser, 2018). Furthermore, to have robust and
useful articles we limited our search to peer reviewed published articles (Matthews et al.,
2018) up to early 2019. At that preliminary stage we obtained 173 articles from Web of
Science, 124 articles from Scopus and 226 articles from Google Scholars. By removing
overlapping articles from the three lists, we arrived at 86 common articles.

We reviewed the articles with a focus on entrepreneurial ecosystems including
conceptual, theoretical and empirical work and proceeded by carefully reading abstracts
and excluding all articles that did not focus on the concept of entrepreneurial ecosystems
for example articles discussing ecological ecosystems, (Brown, Gregson, & Mason, 2016;
Dedehayir, Makinen, & Ortt, 2018). We further excluded articles that referred to
entrepreneurial ecosystems as pure regional clusters (e.g., Goswami, Mitchell, &
Bhagavatula, 2018; Kabbaj, Hadi, Elamrani, & Lemtaoui, 2016; Qian, 2018) as the
concept of entrepreneurial ecosystem takes on a wider perspective beyond geographical
limitations (Acs et al., 2017; Audretsch et al., 2019; Isenberg, 2010). This reduced our

sample by another 35 articles leading to a final sample of 51 relevant articles.
2.1.2. Analysis

Our analysis followed two phases. We started with a descriptive account of research on
entrepreneurial ecosystems. This was followed by a thorough content analysis. All articles
were initially organized by recoding key article information such as names of author(s),
year of publication, research question(s) or objectives, study methodological approaches
used, theories applied, industry or sector focus and country focus (see Table 2.1 and
Appendix 2.1). We then performed a content analysis by firstly organizing thematic
descriptions of common patterns of themes that arose from the reviewed articles. Initial

thematic descriptions were aggregated to first order themes guided by the entrepreneurial
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ecosystem framework of Isenberg (2010). First order themes were then aggregated to final
second order themes (Matthews et al., 2018) (see Table 2.2).

2.2. Descriptive Analysis

Table 2.1: Descriptive analysis of Entrepreneurial Ecosystem Research

Analysis Number of
Articles

Publication Trend

Year: 2006 — 2009 1

Year: 2010 - 2014 2

Year: 2015 - 2019 48

Methodological Approach

Conceptual 16
Qualitative Approach 6
Quantitative Approach 8
Case Study Approach 19
Mixed Method Approach 2

Theoretical Basis

Institutional Theory 2
Social Network Theory 6
Social Capital Theory 2
Stakeholder Theory 1
Field Theory 1
Without specified theory 39
Sector Focus

Research and Development and Education 12
Technology 6
Without specific sector focus (General) 33
Unit of Analysis

Country level 4
Entrepreneurs and other stakeholders at individual level 7
Entrepreneurs at firm level (SMES) 10
Research and Education Institutions (R&D organizations and Universities) 12
Support Service Providers (Studies on incubators only) 2
Without specified unit of analysis (conceptual) 16
Country Focus

African Countries 4
European Countries 11
Asian Countries 5
USA 15
Without specified country focus (conceptual) 16
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2.2.1. Publication Trend

The findings presented in Table 2.1 show that the concept of entrepreneurial ecosystems
emerged in the mid-2000s and captured much scholarly attention from 2015 on. Most
articles in our sample were published between 2015 and 2019. This demonstrates that the
concept of entrepreneurial ecosystem is still young filed of inquiry which justifies calls
for more research (Malecki, 2018; Maroufkhani et al., 2018).

2.2.2. Methodological Approaches

We analysed the methodological approaches deployed. The results shown in Table.1
reveal that most studies (19) on entrepreneurial ecosystems have deployed a case study
approach. The second ranked (16 articles) approach is conceptual work, that is
contributions without empirical data but not necessarily including an explicit theoretical
basis. The remaining empirical articles apply quantitative, qualitative, and mixed method
approaches. The dominance of conceptual work reveals lack of empirical studies on the

phenomenon.

Furthermore, results show that most articles have no specific unit of analysis since most
are conceptual papers. About 17 articles focused on entrepreneurs (7 at individual level
and 10 at firm level-SMEs) as unit of analysis. However, quite a few articles (12) focus
on investigating the role of education institutions as well as research and development
institutions within entrepreneurial ecosystems. Only few articles (2) analyse the role of
incubator companies within entrepreneurial ecosystems. This unit of analysis is relatively
important in exploring entrepreneurial ecosystems, as the focus should be placed to the
central actors of the system (entrepreneurs whether at individual or firm level) (Acs et al.,
2017; Audretsch et al., 2019; Isenberg, 2010)

2.2.3. Industry/Sector and Country Focus

As the many conceptual contributions lack an empirical basis most of them have a general
focus, i.e., are not targeting specific sectors. Recent empirical studies considered research
and development and the education sector investigating the role played by universities in
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fuelling entrepreneurial activities within entrepreneurial ecosystems. Few studies were
conducted in the technology sector. Furthermore, Table.1 shows that many of recent
studies on entrepreneurial ecosystem have been conducted in the U.S and European
countries. Entrepreneurial ecosystems perform heterogeneously from one sector to
another and differently across countries. Thus, there is still a need to conduct empirical
studies on entrepreneurial ecosystems in other industries especially nontechnical

industries but also in different country settings such as Africa and Asia.
2.2.4. Theoretical Foundation

Many of studies on entrepreneurial ecosystems lack an explicit theoretical foundation,
i.e., 39 articles do not refer to any theory. A few studies apply macro level theories mainly
social network/capital and institutional theories (Apa, Grandinetti, & Sedita, 2017; Atiase
et al., 2018; Cowell et al., 2018; Di Fatta, Caputo, & Dominici, 2018; Neumeyer, Santos,
& Morris, 2018). These theories have been used to explain relational dimensions and
networks existing within certain components (for example among universities or among

business incubators) of entrepreneurial ecosystems.
2.3. Content Analysis

2.3.1. Definitions of Entrepreneurial Ecosystems.

The concept of entrepreneurial ecosystems has been defined in different ways. Some
scholars associate entrepreneurial ecosystems with regional clustering and innovation
ecosystems that are confined by geographical boundaries. For example, Cohen (2006)
referred to entrepreneurial ecosystem as interconnected group of actors in a local
geographic community committed to sustainable development through the support and
facilitation of new sustainable ventures. Similarly Spigel (2017) referred to the
phenomenon as union of localized and interconnected elements such as cultural outlooks,
social networks, investment capital, universities and active economic policies that support

innovative ventures.

Other scholars have widened the scope of entrepreneurial ecosystems beyond

geographical boundaries. They view entrepreneurial ecosystems as a network that is not
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necessarily locally confined. The more influential and widely applied meaning was
coined by Isenberg (2010) who referred to entrepreneurial ecosystem as a set of
interconnected elements (within a network) such as leadership, culture, capital, markets,
human skills and support (Audretsch et al., 2019; Mack & Mayer, 2015; Stam, 2015).

Accordingly, it can be argued that an entrepreneurial ecosystem is an interconnected
system with multiple players at both micro and macro level, entrepreneurial organizations
such as venture capital providers, business angels and banks; various institutions such as
universities and public sector agencies; and entrepreneurs at large, that both formally or
informally connect, mediate and govern entrepreneurial performance (Philip, 2017;
Theodoraki et al., 2018). Isenberg (2010) postulated further that an entrepreneurial
ecosystems’ sustainability should not be viewed from geographical boundaries alone
rather from an extended network point of view. Under the influence of globalization,
entrepreneurial ecosystems may bring together participants that are not necessarily found
within same geographical location, for example putting the role of crowdfunding (Velt et

al., 2018) and crowdsourcing (Maroufkhani et al., 2018) into context.
2.3.2. Thematic Analytical categorization of Entrepreneurial Ecosystem

We conducted a content analysis of the papers in our sample. We started by organizing
thematic descriptions of common patterns of themes which arose from the reviewed
articles. Initial thematic descriptions were then aggregated to first order themes guided
by the entrepreneurial ecosystem framework of Isenberg (2010). First order themes were
then aggregated to second order themes (Matthews et al., 2018). The content analysis
provides for the discussion on the roles played by different actors as well as resulted

outputs and outcomes of entrepreneurial ecosystems.
2.3.2.1. Entrepreneurial Culture

The success of entrepreneurial ecosystems has been argued to relate to the
“entreprencurial spirit” embedded within societies (Acs et al., 2017; Apa et al., 2017).
The centre of entrepreneurial ecosystems is entrepreneurial performance (Atiase et al.,
2018). Thus, entrepreneurs are the focal point of the system. Audretsch and Belitski
(2017) in their study on regional entrepreneurial ecosystems among European cities, posit
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that entrepreneurs within societies that embrace success and failure stories are likely to
develop and grow faster compared to those within societies that consider failures as

misfortune.

Brownson (2013) referred to the entrepreneurial culture as a society that promotes the
exhibition of the attributes, values, beliefs and behaviours that foster entrepreneurial spirit
among members of such society. K. Bischoff, Volkmann, and Audretsch (2018) further
posit that sound entrepreneurial culture promotes actors’ collaboration within an
ecosystem by inculcating trust and safety among stakeholders. Corrupt and bureaucratic
societies hinder entrepreneurial development within an ecosystem due to lack of trust and
safety (de Bruin, Shaw, & Lewis, 2017). In a comparative case study on determinants for
successful entrepreneurial ecosystems between Estonia and South Korea, Kshetri (2014)
found that there is a dramatic change in the entrepreneurial culture of the two nations.
He showed that such changes in social norms and values related to entrepreneurship have

significantly contributed to the growth of entrepreneurial ecosystems in these countries.

Table 2.2: Thematic Analytical categorization of Entrepreneurial Ecosystem

22



Descriptive Statement

First Order

Second Order

The society that embraces success and failure
entrepreneurial stories

Entrepreneurs’ adaptability and ability to track results and
reward performance

working motivational orientations and attitude

Focal point and drivers of within entrepreneurial
ecosystem

Initiators of entrepreneurial decisions such as investment,
innovation, starting the business or expanding it

Infrastructures and amenities such as good working spaces
and transportation and other physical infrastructures

Institutions and organizations that play an intermediary
role eg Banks and Microfinances, R&D Institutions,
Universities

Various entrepreneurial support services such as product
and service, promotions and marketing, mentorship,
information access, professional advisory experts such as
law, accountings, taxes

Entrepreneurial Policy and regulatory frameworks
Presence of vibrant leaders who are committed to foster
entrepreneurial performance

Government intervention and support

Efficient entrepreneurial processes and activities; birth
rate of new innovative ventures; individual and high
growth firms; Increased job creation opportunities and
reduction of unemployment

Aggregate value creation

(Improved social welfare of people)

Creation of capital wealth, prosperity, and value creation;
Improved competitive advantages and capabilities

Diffusion of technology among entrepreneurs that results
to invention of innovative products and services

non-monetary outcomes among entrepreneurial ecosystem
members through delivered new products and services

Entrepreneurial
Culture

Entrepreneurs

Entrepreneurial
Infrastructures

Entrepreneurial
Institutions

e A I

Entrepreneurial
Support Services

K_YJ

Entrepreneurial
olicies
and Regulations

LYU_}

Increased and
efficient
Entrepreneurial
Activities and
process (Productive
Entrepreneurship)

Entrepreneurial
Economic Outcomes

Entrepreneurial
Technological
Outcomes

Entrepreneurial
Social Outcomes

i el

e

_

Antecedents of

____ Entrepreneurial

Ecosystem

Entrepreneurial

—  Ecosystem Outputs

— Entrepreneurial
Ecosystem Outcomes

Mack and Mayer (2015) found that a lack of supportive entrepreneurial culture was

among the hindering factors towards the growth of an entrepreneurial ecosystem in

Phoenix, Arizona. A supportive entrepreneurial culture exhibits four features:-

Entrepreneur’s willingness to share success and failure lessons (openness) (Roundy,

2017; Sambo, 2018); entrepreneur's commitment to control internal and external milieus

through evaluations and researches (adaptability) (Subrahmanya, 2017; Tracy, Jill, &

Marc, 2018) as well as the ability to track results (entrepreneurial outcomes and impacts)

and rewarding positive behaviours (Kathrin Bischoff & VVolkmann, 2018; Yang, Kher, &

Lyons, 2018).
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Entrepreneurial culture is not static but rather dynamic and keeps on changing depending
on the nature of the social interaction between entrepreneurs and other players (Isenberg,
2010; Motoyama & Knowlton, 2017) such as private and public sectors actors, and non-
profit organizations with interest in supporting innovative business ideas within an
ecosystem (Mack & Mayer, 2015; Malecki, 2018). Successful entrepreneurs act as role
models and influence others to follow their steps by providing useful information and
skills on how to successfully manage their ventures (Acs, Estrin, Mickiewicz, & Szerb,
2018).

2.3.2.2. Entrepreneurs

Entrepreneurs are the focal point of entrepreneurial ecosystems (Van Weele et al., 2018).
Sustainable entrepreneurial ecosystems exhibit a balanced portfolio of entrepreneurs as a
mix of both market-oriented and social entrepreneurs (Park & Park, 2018; Philip, 2017).
Entrepreneurs are expected to drive the entrepreneurial ecosystem by initiating
entrepreneurial decisions such as investment, innovation, starting a business or expanding
it (Cohen, 2006; Yang et al., 2018). Other players do accelerate the process by providing
needful support to entrepreneurs (Wadee & Padayachee, 2017). This entrepreneur-centric
view is supported by key three elements of entrepreneurial resources (entrepreneurs need
both financial and nonfinancial resources); entrepreneurial vision (an entrepreneur
possesses entrepreneurial ideas) and other stakeholders™ willingness to support
materialization of entrepreneurial visions possessed by entrepreneurs (Malecki, 2018;
Spigel, 2017).

The idea of placing an entrepreneur at the core of the entrepreneurial ecosystem
distinguish it from other concepts such as regional clustering. According to Isenberg
(2010), this shifts the role of other players such as government from being a leader to a
feeder by ensuring conducive socioeconomic environment for sustainable
entrepreneurship activities. Successful and long term committed entrepreneurs through
their networks and capital act as mentors and advisors to potential new and growing
entrepreneurs (Cohen, 2006; Harper-Anderson, 2018)

Based on Neumeyer et al. (2018) who developed the typology of entrepreneurial ventures,

it can be argued that entrepreneurs assume four categories within entrepreneurial
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ecosystems: survival entrepreneurs, lifestyle entrepreneurs, managed growth
entrepreneurs and aggressive growth entrepreneurs. Survival entrepreneurs have no
physical location and usually operate from arcade or public markets. They are not
formally employed and have a labour-intensive orientation. Lifestyle entrepreneurs aim
at serving a specific niche within a market and are always limited to one or two
geographical locations. Managed growth entrepreneurs have multiple locations of
operations and extend from local market. Aggressive entrepreneurs have extensive
knowledge-based resources such as patents and sophisticated technologies (Neumeyer et
al., 2018).

According to Subrahmanya (2017), entrepreneurship within ecosystems exhibits three
stages. During the initial stage (conception) the entrepreneur needs to be exposed to
opportunities mainly market access and resources (labor, technology and finance). At the
development phase, the entrepreneur further develops the business through testing new
ideas and improvement of existing ones. At the maturity stage, an entrepreneur implants
more strongly a business within the ecosystem while creating own competitive

advantages (own well-established source of resources) (Galan-Muros, 2016).
2.3.2.3. Physical Infrastructures

Efficient infrastructures are another necessary component of sustainable entrepreneurial
ecosystems (Acs et al., 2017; Atiase et al., 2018). Infrastructures and amenities such as
adequate working spaces and transportation will foster an easier interaction among
players. Audretsch and Belitski (2017) point out that good infrastructures promote
interconnections and linkages that eventually promote opportunity recognition among
actors within the ecosystem. Physical infrastructures, furthermore, enhance production
factor (for example labour) mobility, information exchange as well as the establishment
of new networks within a particular entrepreneurial ecosystem (Bruns, Bosma, Sanders,
& Schramm, 2017; Cowell et al., 2018; Velt et al., 2018).

Stam (2015) argues further that developed infrastructures create a third space within
entrepreneurial ecosystems. He referred to the third space creation as a situation where
pro-active entrepreneurs, researchers and scholars, support institutions and other players
within an ecosystem are pooled and connected. The role of business incubators and
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accelerators yield best results in areas where there are well established and efficient
infrastructures (Di Fatta et al.,, 2018). Unreliable, poorly connected and long-time
commuting transports tend to hinder entrepreneurial activities by increasing cost to
producers, suppliers and customers (Audretsch & Belitski, 2017).

Audretsch and Belitski (2017) did a comparative study on the role of physical
infrastructures and amenities towards creating sustainable entrepreneurial ecosystems in
70 European cities. They concluded that good amenities and better physical infrastructure
and connectivity tend to pool population, facilitate employee mobility, attract other
intermediary services, and create new market niches. All these factors are essentials for

successful entrepreneurial ecosystem (Bruns et al., 2017; Kshetri, 2014; Malecki, 2018)
2.3.2.4.  Entrepreneurial Institutions

There are several institutions that fuel entrepreneurial ecosystem sustainability by playing
an intermediary role (Goswami et al., 2018; Harper-Anderson, 2018). An entrepreneur as
focal point of the system needs to know and interact with several organizations that in
one way or another provide either financial or non-financial support throughout
entrepreneurial processes (Kubera, 2017; Mack & Mayer, 2015). These institutions can
be grouped into three major categories based on their support functions, i) financial
support institutions, for example banks and microfinance institutions; ii) research and
development institutions and iii) educational institutions (Kathrin Bischoff & VVolkmann,
2018; Wadee & Padayachee, 2017; Yi & Uyarra, 2018). A clear and well-organized
institutional arrangement can stimulate entrepreneurial activities within entrepreneurial

gcosystems.

Acs et al. (2018) in their analysis of the impact of national entrepreneurial ecosystem in
economic growth, posited that easy access to financial institutions with affordable
financial services promotes both individuals and firms to engage in entrepreneurial
activities. Spigel (2017) further argued that financial institutions apart from providing
financial services (mainly loans provisions) also create special programs that increase
financial literacy of entrepreneurs and enable them to better manage their ventures
(Cohen, 2006; Economidou, Grilli, Henrekson, & Sanders, 2018). Venture capitalists and
angel investors have been identified to have great support within entrepreneurial
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ecosystems by bridging the capital gap (Cohen, 2006; Harper-Anderson, 2018). As it may
be difficult for entrepreneurs to access funding through more traditional ways such as
bank loans, venture and angel capital play an important role in supporting entrepreneurial
activities (Isenberg, 2010; Roundy, 2017).

Research and development as well as educational institutions play another important role
within entrepreneurial ecosystems. Sambo (2018) found a significant role of universities
and research hub-based companies toward creation of sustainable entrepreneurial
ecosystems in South Africa. He found that these institutions possess a huge number of
experts that offer technical advice to entrepreneurs and other players e.g., venture
capitalists interested in business ideas and government as regulator. Mack and Mayer
(2015) further found that these institutions offer effective platforms for startups ensuring

conducive business atmosphere in Arizona.

Many studies that focus on this component of supporting institutions analyse the role
played by research-based institutions and educational institutions (mainly higher
education institutions) and only few focuses on financial institutions. This implies that
entrepreneurial education plays a crucial role within entrepreneurial ecosystems by
stimulating the creation of new business ventures and by promoting entrepreneurial skills
and attitudes of entrepreneurs (K. Bischoff et al., 2018; Sambo, 2018; Schaeffer & Matt,
2016; Schillo, 2018). As argued by Economidou et al. (2018) the most important
resources of an entrepreneur are essential skills and knowledge for generating and making

sense of innovative entrepreneurial ideas.
2.3.2.5. Entrepreneurial Support Services

Entrepreneurs need various support services to advance within entrepreneurial
ecosystems (Atiase et al., 2018). Non-profit organizations can help in building networks
and linking entrepreneurs to those networks (Acs et al., 2017). Entrepreneurs need
promotion services and mentorship for sustainable growth (Apaetal., 2017). To facilitate
access to information, the role of media is important (Audretsch & Belitski, 2017). St-
Pierre and Foleu (2015) found that poor access to information was among challenges in

developing sustainable entrepreneurial ecosystems in Cameroon. Isenberg (2010) posited
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that entrepreneurial ecosystems also need venture-oriented professionals such as lawyers,

accountants, business consultants who can provide technical knowhow to entrepreneurs.

Cohen (2016) in his study revealed that entrepreneurial tax and legal support are the most
frequent professional services entrepreneurs seek from professional advisors. Prior
studies (Kathrin Bischoff & VVolkmann, 2018; Yang et al., 2018; Yi & Uyarra, 2018) show
that most entrepreneurs seek for professional advice during the inception of their
ventures. Subrahmanya (2017) in a study of success factors for the Bangalore
entrepreneurial ecosystem he posited further that it can be a hindrance to successful
entrepreneurship if professional advisers are not aware of the challenges faced by
entrepreneurs. In a comparative study on entrepreneurial ecosystems between small and
large towns, Roundy (2017) discovered that higher costs associated to access to these
professional services being another challenge for entrepreneurs. Professional services
need to be affordable for a wide range of entrepreneurs within an ecosystem (Mack &
Mayer, 2015; Roundy, 2017; Spigel, 2017).

Another prominent entrepreneurial support service for sustainable entrepreneurial
ecosystems is entrepreneurial incubation (Apa et al., 2017). In their study on critical
resources in African entrepreneurial development, Atiase et al. (2018) found that during
the initial phases, entrepreneurs usually lack financial resources, have limited experience
and are not well connected to other potential players such as large companies and fund
providers. Audretsch and Belitski (2017) therefore argued that incubators can bridge such
gaps and help entrepreneurs to have an early breakthrough by facilitating working spaces

and meeting venues, providing technical infrastructures and advice.

Maroufkhani et al. (2018) extended Isenberg’s entrepreneurial ecosystems framework by
suggesting another overlooked but important support service, crowdsourcing, which
creates an information rich environment. Entrepreneurs need easy and fast access to
information and knowledge for example on potential new markets and new technologies.
In many cases players within an ecosystem rely on informal channels (such as informal
meetings with friends) (Cowell et al., 2018) for information sharing which can be an
insufficient and ineffective means of information sharing. Sustainable entrepreneurial
ecosystems need information connectors who bring together people, idea and resources.
Here, media plays a vital role (Audretsch & Belitski, 2017). Acs et al. (2017) further

28



supported the argument by adding that effective information communication
technological systems (ICT) support entrepreneurial ecosystems by speeding knowledge

spill-over among players.
2.3.2.6. Entrepreneurial Policies and Regulations

Policy and regulatory frameworks that govern entrepreneurial ecosystems play a vital
role. Isenberg (2010) posits that a vibrant entrepreneurial ecosystem consists of
determined public leaders that stand as advocates of entrepreneurs and promote
entrepreneurial activities by opening doors for committed entrepreneurs. Colombo and
Dagnino (2017) in their conceptual study in models of entrepreneurial ecosystems
governance, argued that the government needs to establish and promote entrepreneurial
institutions such as research institutions as well as platforms for public-private
entrepreneurial debates and negotiations.

By investigating the state's roles in German entrepreneurial ecosystems, Fuerlinger and
Fandl (2015) found that entrepreneurs and other players such as incubators and
accelerators of entrepreneurial activities face operational legal barriers. Audretsch and
Belitski (2017) by analysing entrepreneurial ecosystems diversities of European cities,
found that governments play a significant role in bridging the valley of entrepreneurial
failure by removing entrepreneurial barriers such as difficult business registration
regulations and weak legal enforcement strategies. Kubera (2017) in a study on the impact
of regulatory policies on the development of entrepreneurial ecosystems in Poland,
further argued that government needs to assume a feeder/supporter-oriented role acting
as an overseer rather than playing a leadership role. However, strong leadership is
required for entrepreneurs who in collaboration with other actors, such as incubators and
accelerators, form a network that defines the entrepreneurial ecosystems™ structure
(Philip, 2017; Steinz, Van Rijnsoever, & Nauta, 2016).

Furthermore, Steinz et al. (2016) in their analysis of how to create sustainable
entrepreneurial ecosystems development in China, identified regulative barriers to be
among challenges for foreign entrepreneurs and facilitators. Governments need to create
coordinated systems among its agents that directly engage with entrepreneurial
ecosystems in one way or another (Pillai & Ahamat, 2018; Pittz & Hertz, 2018).
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Divergent and unharmonized governmental system open room for beauacracy and
corruption which act as hammer for destroying the effectiveness of entrepreneurial

activities within an ecosystem.
2.3.2.7.  Outputs and Outcomes of Entrepreneurial Ecosystems

Government invention through policies and regulatory frameworks aims at solving
specific market failure, i.e., when the market fails to achieve desirable results by its own
(Fuerlinger & Fandl, 2015). The question of what entrepreneurial ecosystems intend to
achieve is of importance when designing policies and regulations (Audretsch et al.,
2019). Nicotra et al. (2018) in a conceptual study on the relationship between
entrepreneurial ecosystems and productive entrepreneurship posit that outputs and
outcomes created by entrepreneurial ecosystem need to be well articulated in order to

have effective interventions.

Measurement indicators of outputs and outcomes of entrepreneurial ecosystems remain
as an aspect that still receives little attention in research. For example, one argument is
whether governments need to focus their policies on the number of new entrepreneurial
ventures created as one of indicator of entrepreneurial ecosystem output. However
according to Bruns et al. (2017), this provides a limited measure of entrepreneurial
ecosystem success as some new ventures fail to be sustainable and exhibit stagnant
growth (Di Fatta et al., 2018). Furthermore, in some cases governments do not embrace
high-growth entrepreneurs (Isenberg, 2010). According to Acs et al. (2018), a sustainable
entrepreneurial ecosystem should stimulate economic growth through increased

productivity.

Outputs of entrepreneurial ecosystems have been discussed in an aggregated term as
productive entrepreneurship (Acs et al., 2018). Productive entrepreneurship refers to
increased entrepreneurial activities (output) where entrepreneurs see and cease
entrepreneurial opportunities through innovation and eventually create aggregate
value/welfare (outcome) to society (St-Pierre & Foleu, 2015; Theodoraki et al., 2018).
Increased entrepreneurial activities can be measured by the number of innovative start-
ups, high-growth start-ups and the number of new entrepreneurial employees (Philip,
2017; Pittz & Hertz, 2018). As an output of entrepreneurial ecosystems, productive
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entrepreneurship can be evidenced in terms of new job creations and the reduction of
overall unemployment as a result of self-employment and job opportunities in new

entrepreneurial ventures within an ecosystem (Nicotra et al., 2018).

Audretsch et al. (2019) categorized entrepreneurial ecosystem outcomes into three
categories: economic, technological, and societal. Accordingly, economic outcomes
represent capital wealth, prosperity and value creation from entrepreneurial activities.
Philip (2017) in a conceptual study on economic implications of small-town
entrepreneurial ecosystems argued that sustainable entrepreneurial ecosystems through
attracting resource flows (human and financial capital and other supports), improve
competitive advantages and capabilities of entrepreneurs which in turn improves

productivity.

Technological outcomes can be traced through the role of training and educational
institutions within entrepreneurial ecosystems that facilitate technological transfer among
entrepreneurs (Schaeffer & Matt, 2016; Schillo, 2018). Diffused technology eventually
leads to the invention of innovative products and services that in turn improve the welfare
of the society. Societal outcomes denote non-monetary outcomes among entrepreneurial

ecosystem members through delivered new products and services (Szerb & Trumbull,

2018; Theodoraki et al., 2018).
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Entrepreneurial
Supporting Institutions
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Figure 2.1: Entrepreneurial Ecosystem Framework
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2.3.3. Theoretical and Empirical Gaps

Despite its popularity within entrepreneurship policies, practices and research, the
concept of entrepreneurial ecosystems is still characterized not only by scarce empirical
work but also by the absence of a sound theoretical foundation (Spigel & Harrison, 2018).
A lack of conceptual rigor that it is theoretically driven has led to the formulation of less
informed policies and practices aimed at fostering entrepreneurship development (Stam,
2015).

Most of the recent studies on entrepreneurial ecosystems apply macro level theories
mainly social network/capital and institutional theories (Apa et al., 2017; Atiase et al.,
2018; Cowell et al., 2018; Di Fatta et al., 2018; Neumeyer et al., 2018). These theories
have been used to explain the relational dimensions and networks existing within certain
components (for example among universities or among business incubators) of
entrepreneurial ecosystems. However, there is a need for a more holistic theoretical
foundation that describes and explains how entrepreneurial ecosystems evolve and

function considering the entrepreneur-centric view.

Spigel and Harrison (2018) provided a considerable work attempting to close such
theoretical gap. In their work, they conceptualized and proposed a process perspective of
entrepreneurial ecosystems. They theorize that entrepreneurial ecosystems are ongoing
processes of the development and flow of entrepreneurial resources. The emergence and
transformation of entrepreneurial ecosystems can be better explained through the
presence and circulation of these entrepreneurial resources among actors. Thus, Spigel
and Harrison (2018) posited that the proposed process perspective provides a better
understanding of the functioning and influence of entrepreneurial ecosystems on
entrepreneurial processes that in turn enable effective policy interventions. Furthermore,

they call for empirical work to test their proposed framework and propositions.

Furthermore, most of reviewed articles found to be conceptual-based studies that is
contributions without empirical support (e.g., Cohen, 2006; Colombo & Dagnino, 2017,
Roundy, 2017). The focus of the scarce empirical research is on technology-based
industries in Western economies (e.g., Acs et al., 2018; Apa et al., 2017; Audretsch &
Belitski, 2017).
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2.3.4. Future Research Avenues

Our review has revealed that the phenomenon of entrepreneurial ecosystems is still
undertheorized. Most contributions are conceptual providing an understanding of the
different elements that form conducive entrepreneurial ecosystems. Therefore, we see a
need for more empirical research, especially regarding potential causal relations between
elements, context factors, outputs and outcomes of entrepreneurial ecosystems. The few
empirical studies on entrepreneurial ecosystems have majorly applied case studies
including qualitative methods. There is a need of deploying other methodological
approaches for more rigor and generalizability purposes. For example, the use of large
samples and quantitative methods for hypotheses-testing (Malecki, 2018; Nicotra et al.,
2018).

Entrepreneurial ecosystems exhibit heterogenous features across industries and
economies. Thus, it is relatively important that studies on entrepreneurial ecosystems
being industrial and economies diverse. However, research on entrepreneurial ecosystems
mostly focuses on technology-based industries in developed economies. This reveals a
gap in entrepreneurial ecosystems research especially in other sectors which are
economically and strategically important such as services (e.g. transportation and
tourism) and primary sectors such as agriculture, fishing and natural resources. According
to the World Bank Global Economic Prospects, (2012), the service sector contributes up
to 70 percent of the GDP in developed economies. The service sector is equally important
even to developing economies, for example it contributes up to nearly 60 percent of Sub-
Saharan Africa’s GDP. Thus, promoting entrepreneurial ecosystems in this sector may

contribute significantly to economic growth and development.

The agricultural sector is among the key economic sectors that drives economies in most
of developing countries. It contributes to economic development through supply of food,
raw materials for industries, source of foreign income through exports as well as wide
pool of job creation (Emmanuel & Etim, 2012). Despite its vital role on economy,
agricultural entrepreneurship still receives less attention in research (Dias, Rodrigues, &

Ferreira, 2019). Thus, we propose further research on how agricultural entrepreneurial
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ecosystems can be fostered. It is equally important to study how ecosystems can mobilize

resource allocations to promote agricultural entrepreneurships.

The natural resource endowment in any country comes with two major impacts on
entrepreneurship. First, the primary sector offers new business entrepreneurial
opportunities (through demand and supply of products and services along its value chain)
to local people and firms. Second, it provides resource rents for governments which if
spent efficiently can boost entrepreneurial development by financially supporting
potential entrepreneurs that engage themselves in the sector (Adedeji, Sidique, Abd
Rahman, & Law, 2016; Basco & Calabro, 2016; Majbouri, 2016). Natural resources, such
as oil and gas, are non-renewable resources. Therefore, countries toned to spend their
resource wealth wisely by diversifying obtained revenues to other non-resource sectors.
Among the best and effective strategy is by promoting entrepreneurship development
alongside the primary sector (Parlee, 2015). Thus, to have effective entrepreneurial
development along the oil and gas industry it is necessary for countries to have a better
understanding how different entrepreneurial actors and systems within the sector interact
with each other.

2.4.Conclusion

In this review, we systematically scrutinized the literature on the emerging concept of
entrepreneurial ecosystems. The concept has captured the attention of scholars and
practitioners from 2000s with more publications between 2015 and 2019. The findings
show that entrepreneurial ecosystems are still an under-researched phenomenon where
conceptual studies dominate recent research. There is a need for more empirical research
on the phenomenon. Furthermore, we have noted that there is still a need for theorizing
the concept of entrepreneurial ecosystems. A few studies have applied macro theories,
but entrepreneurial ecosystem research is lacking a theoretical micro foundation. Future
research on entrepreneurial ecosystems should expand its industry focus by including for
example services and primary sectors and its regional scope in considering developing

and emerging economies.
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Appendices

Appendix 2.1: Sample Description

Author(s) Year Research Methodological Theoretical  Industry/Sector  Country Focus
Question(s)/Objectives Approach Basis Focus
Audretsch, D. 2017  Developing a model for Quantitative General 70 European
B. and M. explaining entrepreneurial ~ Survey based Cities
Belitski (2017) activities variations
Kshetri, N. 2014  What are the sources of Quantitative General Estonia and
(2014) entrepreneurial success of Case Study South Korea
Estonia and South Korea?
Neumeyer, X., 2018  Are there distinguishable Qualitative Social General United States
etal. (2018) social arreys in an Case study Network
entrepreneurial ecosystem, Theory
and if so, what are their
characteristics?
Acs, Z.J.,etal. 2017  Linking environment Conceptualization Technology Global
(2017). around entrepreneurs and
entrepreneurship
environments with an
economy, and gauge its
performance effects on the
regional economy
Apa, R, etal. 2017  to provide insights on the Qualitative Social Italy
(2017). relational dimension of a Case Study Network
networked business Theory
incubator (NBI), by
linking tenants among
each other, with the
incubator management and
external actors.
Atiase, V. Y., et 2018 to investigate the quality of  Quantitative Institutional ~ General African
al. (2018) entrepreneurship and the Theory Countries
depth of the supporting
entrepreneurship
ecosystem in Africa
Bischoff, K., et 2018  To examine the Qualitative Stakeholder ~ Education European higher
al. (2018) collaboration of Case Study Theory educational

stakeholders from the
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Cowell, M., et
al. (2018).

Di Fatta, D., et
al. (2018).

Economidou,
C., etal. (2018).

Eesley, C. E.
and W. F.
Miller (2018).

Huang-Saad,
A, etal
(2018).

Kuratko, D. F.,
etal. (2017).

Miller, D. J. and
Z.J. Acs (2017)

Muldoon, J., et
al. (2018)

Nicotra, M., et
al. (2018).

2018

2018

2018

2018

2018

2017

2017

2018

2018

entrepreneurial ecosystem

in entrepreneurship

education

to explore the dynamics of
entrepreneurial ecosystems

with both rural and urban

features,

To investigate the

relationships between

start-up firms inside

incubator

What are fundamental
reforms necessary for

entrepreneurial ecosystem

improvements

Aimed at assessing the
University's economic
impact towards developing

entrepreneurial ecosystem

To describe the role of

universities towards

development of

entrepreneurial ecosystems

To theorize on how
entrepreneurs, establish
their venture legitimacy

within entrepreneurial

ecosystem

To understand how
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Chapter Three

Small Business and Entrepreneurship in Africa: The Nexus of
Entrepreneurial Ecosystems and Productive

Entrepreneurship.

Abstract

The impact of entrepreneurship and small business activities in Africa has habitually been
lower and receive less attention in research. This study aims at investigating the mediation
role of innovations on the relationship between entrepreneurial ecosystem approach and
productive entrepreneurship. Using panel dataset of 35 African countries, the study
contributes to existing literature in twofold. First, the panel regression findings contribute
to the theoretical debate and fill the empirical gap, recent research has been dominated by
conceptual works. The findings reveal mixed (positive and negative) and weak
insignificant direct influence of eco-factors such as finance, government support and
programs, knowledge, market, and culture on productive entrepreneurship. However,
their influence is more pronounce when innovations mediate the relationship. Second, it
provides new insight to policymakers and practitioners in developing policies and
programs that foster entrepreneurial ecosystems and improved innovation performance
for better entrepreneurship development. It concludes with suggestions for future

research.

Keywords: Entrepreneurial ecosystems, Productive entrepreneurship, Innovation,

Entrepreneurs, Start-up

3. Introduction

Entrepreneurship has been considered a vital organ that drive economic growth of many
countries (Audretsch & Belitski, 2017). Fostering entrepreneurial ecosystems comes as a
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strategy to nurture country economy by promoting entrepreneurial processes and
activities that ultimately support growth of small businesses. Isenberg (2010, p. 3)
referred to entrepreneurial ecosystem as a set of interconnected entrepreneurial support
elements such as leadership, culture, capital, markets, human skills and support. These
elements in turn create a platform for smooth entrepreneurship development that promote

economic growth and social welfare (Acs et al., 2018).

Extant studies on entrepreneurial ecosystems focus on distinguishing relevant eco-factors
that create vibrant and sustainable entrepreneurial ecosystems (Audretsch et al., 2019;
Malecki et al., 2018). However less has been done to study the causal relationships
between eco-factors and productive entrepreneurship as an eco-output (Nicotra et al.,
2018). Baumol (1990) and Acs et al., (2018) refer to productive entrepreneurship as any
productive entrepreneurial activities that contribute directly or indirectly to economic

growth and finally increases total welfare through production of additional output.

As the response to that inquiry gap Nicotra et al., (2018) develop a measurement
framework for testing the causal effects between eco-factors, output and outcome of
entrepreneurial ecosystems. These eco-factors are accumulative forms of capital such as
financial, institutional, knowledge and social capitals within an ecosystem that enhance
productive entrepreneurship (an eco-output) (Mack & Mayer, 2015). As the result of their
work Nicotra et al., (2018) concluded by calling for empirical validation of their proposed

framework.

Thus, this study contributes to existing literature in two ways. First by addressing the calls
for empirical studies on entrepreneurial ecosystems research (Isenberg, 2010; Malecki,
2018). Research on entrepreneurial ecosystems has been dominated by conceptual studies
while few empirical studies being done in developed countries (Corrente et al., 2019).
This provides room for empirical studies in other settings with research potentials
especially in developing economies. In this research, African countries have been used as
a context. The study extends and tests the Isenberg’s theoretical framework by arguing
that the effect of entrepreneurial ecosystems on productive entrepreneurship is mediated
by innovations. Conducive entrepreneurial ecosystems supply necessary resources that
promote innovations among entrepreneurs (Del Giudice et al., 2014) and bring about
innovative and productive startups. Secondly, the study provides insights for
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policymakers and practitioners on the direction and the focus of designed policies and
programs in support of entrepreneurial environments and entrepreneurship development

in general.

Based on evidence drawn from Global Entrepreneurship Monitor panel data from 2014
to 2018 of 35 African countries, the findings reveal that the influence of eco-factors of
entrepreneurial ecosystems on productive entrepreneurship is completely mediated by
innovation in terms of product and process innovations. The rest of the article proceeds
as follows. Section 2 presents for review of literature and hypothesis development.
Section 3 discusses the methods. Section 4 presents empirical findings, discussion, and
implications. Section 5 provides for conclusion, limitations, and suggestions for future

research.
3.1. Literature Review and Hypotheses Development

3.1.1. Entrepreneurial Dynamics and Development in Africa.

African entrepreneurial dynamics evolve around economic, social, political, and
technological circumstances (George et al., 2016). Even though African continent has
been recognized to have a promising economic trend over the past years, the living
standards of her people cannot reflect such economic prosperity. Entrepreneurship comes
as a solution for addressing such income gap among African indigenous (Kimhi, 2010).
Economies of many African countries compose of small number of large companies but
many small and medium enterprises (Dana et al., 2018). Thus, the presence of supportive
entrepreneurial ecosystems will ensure not only vibrant but also productive
entrepreneurship which ultimately stimulate persistent economic growth and improved

welfare of people (Ratten & Jones, 2018).

Abubakar, (2015) stresses about the role played by entrepreneurs and their related startups
and the need to be placed as a special focus for entrepreneurship initiatives in Africa.
Robson et al., (2009) point out that small enterprises account for about 70 percent of job
creation and contribute about 60 percent of GDPs in many African economies. For
instance, Adom et al., (2018) pose that Ghanaian business is dominated by small and

medium enterprises that account up to 92 percent while create about 85 percent of all
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manufacturing jobs. Similar significant contribution has been found in other parties of the
region (Galperin & Melyoki, 2018).

However, these startups are still faced with number of challenges due to inherent risky
environment and political instabilities. Some of critical identified entrepreneurial
challenges being unreliable entrepreneurial assets such as finance, managerial skills and
infrastructures (Junne, 2018). Other challenges being poor business support related
services such as un-customized governmental programs, lack of enough incubators,
inadequate and unaffordable professional services and un-supportive culture (Madichie
& Ayasi, 2018). These challenges hinder entrepreneurial performance and growth in

many African countries.

3.1.2. The influence of entrepreneurial Ecosystems on productive

entrepreneurship.

The concept of entrepreneurial ecosystems has been associated with the territorial
capacity to create a system of interconnected heterogeneous elements that enhance
formation and development of innovative business ventures (Audretsch & Belitski, 2017).
Isenberg, (2010) referred to entrepreneurial ecosystems as a set of interrelated and
coordinated factors that enables entrepreneurship. These factors include finance,
knowledge, culture, infrastructures, institutions, legal and regulatory environments.
Presence of these eco-factors create conducive and quality entrepreneurial ecosystems
that foster productive entrepreneurship (Nicotra et al., 2018). Audretsch et al. (2019)
referred to productive entrepreneurship as productive entrepreneurial activity that
contributes directly or indirectly to the net output of the economy or to the capacity to
produce additional output and increase total welfare.

Finance is necessary resource to entrepreneurs both at startup and scale-up phases.
Financial capital is related to funds sourced from different internal (e.g. retained earnings)
and external (lenders and investors) sources. Kelly & Kim (2016) provide the set of
indicators of reliable financial capital in a certain ecosystem: availability of venture and
angel capitals, reliable financial systems with entrepreneur-friendly debt finance
(Roundy, 2017).
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Institutional capital comprises of government rules, regulations and supporting structures.
Legal and regulatory frameworks act as rules of the game and can be incentives or
disincentives to productive entrepreneurs. Cohen (2006) identified some of these rules
and regulations being easy to do business, tax incentives and business-friendly policies.
Additionally, Nicotra et al., (2018) referred to support structures as public or private
organizations that support the formation and growth of entrepreneurial ventures via
provision of necessary resources and services such as working spaces, infrastructures,
coaching and mentorship, professional services, and networking. Studies further support
that quality of supporting institutions can explain entrepreneurial disparities among

countries and regions (Mack & Mayer, 2015).

Another form of capital relevant to entrepreneurs is knowledge capital. This is necessary
capital which is associated with human capital availability and development in an
entrepreneurial ecosystem (Del Giudice, 2014). Nicotra et al. (2018) considered
knowledge capital as accumulative stock of knowledge, skills and abilities that can be
transferred through entrepreneurial education, trainings, experience and research and
development activities (Chen & Wu, 2014). Presence of research institutions and
universities facilitates competence and knowledge spill over within a territory (Scuotto et
al.,2018). Additionally, knowledge capital comes as a fundamental resource for

innovation which in turn stimulates entrepreneurial initiatives (Sussan & Acs, 2017).

Adler and Kwon (2002) considered social capital as set of individual and organizational
relationships that enable course of actions and value creation within a society. Tsai (2001)
views social capital as shared resource in form of networks, rules, norms, values,
obligations, and opportunities among people. Cultural support and networking determine
and shape entrepreneurial decisions of entrepreneurs (Vahid et al., 2019). Social
interactions create platforms for entrepreneurial opportunities such as access to
information, skills, resources and potential markets. Culture that embrace entrepreneurial
success and failure stories develops entrepreneurial aspirations among its members and

enable entrepreneurs in gaining legitimacy of their activities (Spigel & Harrison, 2018).

Market accessibility with reliable revenue paying customers is another contributing factor
for productive entrepreneurship (Isenberg, 2010). However, a well entrepreneurial
supporting market needs to be with less barriers for easy market entry and exit especially
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by new firms (Kuratko et al., 2017). A supportive market needs to be large with variety

of demand and dynamic enough to stimulate new startups (Nicotra et al., 2018).

3.1.3. The link between Entrepreneurial Ecosystems, Innovations and Productive

entrepreneurship

The study postulates that the influence of eco-factors on productive entrepreneurship is
more pronounce when innovations mediate the relationship. Innovations drive
entrepreneurial process (Kuratko et al., 2017). Innovations through invention of new
products and processes positively impact entrepreneurial performance and socio-
economic development (Scuotto et al., 2019). Carayannis and Grigoroudis (2012) add
that innovations enable entrepreneurs to continuously identify and explore new ideas and
markets that eventually improves customers™ satisfaction. Innovative and proactive
entrepreneurs are opportunity creators (Del Giudice et al., 2014) and successfully engage
in productive entrepreneurial activities more than less innovative entrepreneurs who are

associated with low survival rate and stagnant growth (Antony et al., 2017).

Given the over-changing economic and business-related environments entrepreneurs and
their related startups need to innovate in order to remain competitive (Scuotto et al.,
2017). Vibrant entrepreneurial ecosystems are the habitat of such innovative
entrepreneurs (Herman, 2018). Economies with quality and conducive entrepreneurial
ecosystems have higher innovation performance than economies with poor
entrepreneurial ecosystems (Acs et al., 2018). Entrepreneurial ecosystems provide
necessary inputs (both intangible eg., human and technological know-how and tangible

eg., infrastructures) for innovation performance (Carayannis et al., 2017).

For entrepreneurs to fully capitalize from innovation the role of knowledge management
cannot be ignored (Colin, 1999; Darroch, 2005). Entrepreneurial ecosystems with good
network of entrepreneurial oriented universities and research and development
institutions tend to have more research-based spin offs companies as a result of
knowledge creation and transfer (Papa et al., 2018; Scuotto et al., 2019). Healthy
collaborations within entrepreneurial ecosystems enable entrepreneurs to acquire internal
and external knowledge that improve their open innovation (Santoro et al., 2018) and thus

effect their performance through cost reduction (Giampaoli et al., 2017). Following the
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theoretical background and evidence from extant literature, this study argues a potential
link between eco-factors of entrepreneurial ecosystems, innovations and productive

entrepreneurship. Therefore, it seeks to test the following hypotheses:

Hypothesis 1: Eco-factors of entrepreneurial ecosystem positively influence productive

entrepreneurship (an eco-output).

Hypothesis 2: The influence of eco-factors of entrepreneurial ecosystems on productive

entrepreneurship is mediated by innovations in terms of product and process innovations.

Quality/Conducive

Entrepreneurial Ecosystem i
(Eco-Factors) Innovation
Product Innovation
Financial Capital Process Innovation
Institutional Capital .
. Entrepreneurial
Knowledge Capital
. . Ecosystem Performance
Social Capital Producti
, > roductive
Market Dynamics and Openness .
Entrepreneurship (Eco-
Output)

Figure 3.1. The conceptual framework: The Link between eco-factors of entrepreneurial

ecosystems, innovations, and productive entrepreneurship.
3.2. Methods

3.2.1. Data and Variable Measurement

The panel data from 2014 to 2018 of 35 African economies was organized. Table.1
presents nature of the data deployed and its respective sources. Data was organized from
three global databases which are World Bank, United Nations Development Program
(UNDP) and Global Entrepreneurship and Development Institute (GEDI). GEDI provides
annual reports that assess the quality and depth of entrepreneurial ecosystems of different
countries globally based on Global Entrepreneurship Monitor (GEM) survey.
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Dependent Variable: The study focuses on productive entrepreneurship as an eco-output
of entrepreneurial ecosystem (Acs et al., 2017). Nicotra et al. (2018) in their measurement
framework of entrepreneurial ecosystems suggested different indicators for productive
entrepreneurship. Corrente et al. (2019) used number of high-growth startups when
comparing entrepreneurial ecosystems in European countries. However, given data
accessibility limitations (as it is difficult to find similar data for Africa), this study chose
total early-stage entrepreneurial activity (TEA) as another suggested indicator for
performance-based productive entrepreneurship (Herman & Szabo, 2014).

Independent Variable: The study deployed eco-factors of entrepreneurial ecosystem as
suggested by Nicotra et al., (2018). These eco-factors are financial capital; institutional
capital; knowledge capital; social capital and market dynamics and openness. Indices
from GEM database were organized for these variables. Descriptions for these variables

are provided in Table 3.1.

Mediating Variable: This study hypothesized that the relationship between eco-factors of
entrepreneurial ecosystems on productive entrepreneurship is mediated by the innovation.
Innovation index is split into two. First, new product innovation which captures country's
entrepreneurs’ potentials to develop new products and services or improve existing
products and services. Second, process innovation which captures country’s
entrepreneurs’ potentials to apply or introduce new technology that enhance
competitiveness and ability to satisfy customer demands (Acs et al., 2018).

Control Variables: For robust results, the study introduced population (Anyanwu, 2013),
education (Atiase et al., 2018), gross domestic product growth rate (Audretsch & Belitski,
2017) and foreign direct investment (Anwar & Sun, 2015) as control variables.

Table 3.1. Summary of Variable Description and Related Data Source.

Variable Data Source
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Productive Entrepreneurship

Total early-stage entrepreneurial activities as a performance-based
indicator

Financial Capital

i). The availability of financial resource for SMEs (including grants
and subsidies)

Institutional Capital

ii). Government focuses Entrepreneurship as a relevant economic
agenda.

iii). Government’s taxes or regulations are either size-neutral or
encourage new and existing SMEs

iv). Government set quality programs directly assisting SMEs at all
levels of government (national, regional, municipal)

v). Ease access to physical infrastructure (e.g. water, transport,
electricity, telecommunication, land, space at affordable prices

vi). Support Structure e.g. availability of mentors/advisors,
incubators/accelerators

Knowledge Capital

vii). The extent to which training in creating or managing SMEs is
incorporated within the education and training system at primary and
secondary levels

viii). Post school entrepreneurial education and training

ix). Research and Development transfer: The extent to which national
research and development will lead to new commercial opportunities
and is available to SMEs

Market Dynamics and Openness

X). The level of change in markets from year to year

xi). The extent to which new firms are free to enter existing markets
Social Capital

xii). Supporting Culture: The extent to which social and cultural norms
encourage or allow actions leading to new business methods or
activities that can potentially increase personal wealth and income
Innovation

xiii). Product Innovation capturing entrepreneurs’ potentials to
develop new products and to adopt or imitate existing products.

Xiv). Process innovation capturing entrepreneurs” potentials to utilize
gained knowledge to apply or create new technology

Population: pop aged 15-64 as % of total population

Education Development Index: Level of education as proxied based
of four goals of Education for All (EFA)- universal primary education,
adulty literacy, quality of education and gender.

GDP growth rate: Growth domestic product growth rate

Foreign Direct Investment: Flow as % of net GDP

GEDI

GEDI

GEDI

GEDI

GEDI

GEDI

GEDI

World Bank

UNDP

World Bank
World Bank

3.2.2. Model Estimation

The study aimed at examining the mediation role of innovation on relationship between

eco-factors of entrepreneurial ecosystems and productive entrepreneurship as an eco-

output. Panel data modelling was employed where the model was specified as follows:
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PEjt=Bo+BFCjt+BalCjt+BsK Cjt+BaSCit+BsMDOjt+BsINNOjt+yMjt+cj+ejt
)]

Where PEjt represents productive entrepreneurship measured as total early stage
entrepreneurial activity (TEA) of country j at time t. FCjt stands for financial capital for
country j at time t. ICjt stands for institutional capital for country j at time t. KCjt stands
for knowledge capital for country j at time t. SCjt stands for social capital for country j at
time t. MDOjt stands for market dynamics and openness for country j at time t. Mjt is a
vector for control variables, c¢j accounts for unobserved fixed effects while &z is an

idiosyncratic error term.

Furthermore, the presence of multicollinearity problem was tested by using variance
inflation factor (VIF). Multicollinearity is the situation when there is very high
intercorrelations among independent variables which results to unreliable model results.
The VIF results (see VIF results in Appendix 3.1) for both explanatory and control
variables were less than the cut-off point of 5, which indicates absence of serious
multicollinearity problem (Joseph, Willium, Barry, & Rolph, 2014). This was further
confirmed by correlation results among variables (see results in Appendix 3.1), where

none of correlation values were above the threshold of 0.90 (Lensink et al., 2017).

The model specification problem was performed by using the linktest for model
specification with null hypothesis that the model is correctly specified. The results show
insignificant p-value of 0.866 (being greater than the cut-off point of 0.05), meaning that
the model is correctly specified (see Linktest results in Appendix 3.2). Statistically
significant Wald's chi-squared furthermore confirm that the model is correctly specified
where the regressors explain up to 33 percent (R-squared within) of the variance of the

outcome variable.

Given the nature of the data (longitudinal) the choice of analytical method followed the
panel regression model selection between random effects and fixed effects estimators
where the Hausman test was performed. The Hausman test follows the null hypothesis
that the random effects (RE) estimator is appropriate (Hausman & Taylor, 1981). The
Hausman test results show the p-value of (0.99) being greater than 0.05 led to acceptance
of the null hypothesis that random effects estimator is consistent and appropriate. The

56



findings of this study are consistent and similar (with slight difference) with the study of
Corrente et al., (2019) who used different analytical methods (Stochastic multicriteria
acceptability analysis (SMAA) and SMAA for strategic management analytics and
assessment (SMAA-S)) to evaluate and compare entrepreneurial ecosystems of European

countries. Thus, this confirms further that obtained results are robust.
3.3.  Results

3.3.1. Descriptive Statistics

Table 3.2 presents descriptive statistics results. The average index for the productive
entrepreneurship in terms of total early-stage entrepreneurial activity has been observed
to be 21.7 percent. This entails that, entrepreneurial ecosystems in emerging economies
especially in Africa still has less outputs in terms of productive entrepreneurship. Such
argument is further supported by lower scores of eco-factors which denote the quality and
extent of entrepreneurial ecosystems. On average eco-factors score between 22 percent
and 43 percent. Product and process innovations on average found to be 27.7 percent and
23.7 percent respectively. For control variables, population has an average score of 56
percent while education development has an average 44.4 percent. Average Qross
domestic product growth rate has been observed to be 1.2 percent, where the foreign direct

investment as net flow percent of gross domestic product being 55 percent.

Table 3.2. Descriptive Statistics.

Std.
Variable Obs Mean Dev. Min Max
Productive Entrep (TEA) 175 21.73 6.89 8.77 42.44
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Financial Capital

Availability of Finance 175 28.58 5.45 14.00 41.22
Institutional Capital

Gvt-Entrep as Econ Agenda 175 28.61 6.34 14.00 42.11
Gvt-Tax&Bu cracy 175 26.60 6.43 14.22 46.44
Gvt-Entrep Programs 175 29.36 6.13 14.89 41.67
Physical Infrastructures 175 42.47 5.40 24.89 53.33
Support Services 175 32.73 4.30 14.00 41.00
Knowledge Capital

Basic Sch Entrep Edu&Train 175 21.58 5.14 12.67 40.78
Post Sch Entrep Edu&Train 175 31.57 4.90 16.67 43.89
Research and Development 175 26.20 4.93 13.00 38.56
Social Capital

Entrep Supporting Culture 175 32.03 6.24 19.11 47.78
Internal Market

Inter Mrkt Dynamics 175 33.71 6.11 19.78 47.89
Inter Mrkt Openness 175 28.24 4.50 14.33 41.44
Innovations

Product Innovation 175 27.74 16.13 4.00 83.00
Process Innovation 175 23.75 14.78 2.32 67.00
Controls

Pop 175 56.32 5.24 49.31 68.92
Edu 175 0.44 0.12 0.22 0.70
GDP 175 1.18 4.38 -24.50 24.97
FDI 175 0.55 1.26 -3.59 10.67

3.3.2. The Link between Entrepreneurial ecosystems, productive
entrepreneurship and

mediation effect of innovations: Random Effects (RE)

Table 3.3 presents RE estimates of the effects of eco-factors of entrepreneurial ecosystem
on productive entrepreneurship and the mediation effects of product and process
innovations. Model (1) examined the effects of control variables on dependent variable.
The results show that population and education development have positive and
statistically significant influence on productive entrepreneurship. GDP growth and
foreign direct investment are statistically insignificant suggesting that they have no

influence on productive entrepreneurship.

Model (2) results provides for the influence of independent variables (eco-factors of

entrepreneurial ecosystems) on productive entrepreneurship without the mediating
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variable. Hypothesis 1 provides that eco-factors of entrepreneurial ecosystems have
positive influence on productive entrepreneurship. The findings show that financial
capital, institutional capital, knowledge capital and internal market dynamics and
openness are statistically insignificant meaning that they have no influence on productive
entrepreneurship. However social capital (supporting culture) found to have negative and

statistically significant influence on productive entrepreneurship.

The findings in model (3) and (4) show the influence of independent variables (eco-
factors of entrepreneurial ecosystems) on mediating variable-innovations (product and
process innovations). The results show institutional capital through government
entrepreneurial programs and physical infrastructures has positive and statistically
significant influence on product innovations. Furthermore, knowledge capital through
research and development transfer has positive and statistically significant influence on

product innovations.

Table 3.3. The link between Entrepreneurial Ecosystem, Innovation and Productive
Entrepreneurship: Random Effects.

1) ) ®3) (4) () (6)
Productv  Productv  Product Process Productv ~ Productv
Entrep. Entrep. Innovation Innovation Entrep Entrep
Variables Coef Coef Coef Coef Coef Coef
Pop 0.442***  0.409***  0.011***  0.009* 0.163 0.124
(0.1162) (0.1279) (0.0030) (0.0056) (0.1410) (0.1467)
Edu 13.259*** 12.790*** -0.108 -0.076 14.284*** 14 495%**
(4.6071) (4.7215) (0.1501) (0.2051) (4.8397) (4.9232)
GDP -0.103 -0.140* -0.004***  -0.003 -0.0324 -0.0448
growth rate (0.0823) (0.0773) (0.0013) (0.0020) (0.0520) (0.0595)
FDI -0.446 -0.397 -0.014* 0.001 -0.420 -0.332
(0.3942) (0.4039) (0.0084) (0.0069) (0.3543) (0.3778)
Product 8.453***  9.364***
Innovation (3.2627) (3.6078)
Process 18.131*** 18.218***
Innovation (3.4552) (3.6739)
Finance 0.388 0.029 -0.022 0.507
(1.5870) (0.0394) (0.0252) (1.3864)
Gvt (Entrep -0.614 -0.026 -0.017 -0.171
EconAgenda) (1.5099) (0.0228) (0.0251) (1.2321)
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Gvt (Tax& -0.181 0.004 0.001 -0.288

Bu cracy) (1.2846) (0.0438) (0.0245) (1.1336)
Gvt (Entrep 0.259 0.063** 0.025 -0.599
Programs) (1.7189) (0.0305) (0.0289) (1.3965)
Physical -0.018 0.039* 0.024 -0.695
Infrastructures (1.2706) (0.0235) (0.0212) (1.2874)
EntrepSupport -0.992 -0.019 -0.0375 -0.307
Services (1.6224) (0.0394) (0.0324) (1.2365)
KnowCapital -0.722 0.021 -0.003 -0.448
(BSEET) (1.6534) (0.0364) (0.0352) (1.2041)
KnowCapital 0.205 -0.052 -0.019 0.896
(PSEET) (1.4703) (0.0329) (0.0277) (1.2742)
KnowCapital -0.278 0.069* -0.019 0.747
(R&D) (1.9666) (0.0396) (0.0389) (1.4178)
InternalMakert 0.339 0.040* 0.037* -0.711
Dynamics (0.8551) (0.0219) (0.0202) (0.7628)
InternalMakert 1.865 0.033 0.047 0.351
Openness (1.823) (0.0572) (0.0404) (1.6019)
Entrep.Culture -1.728* -0.030 -0.027 -1.109
(0.9884) (0.0297) (0.0207) (0.8216)
Constant -8.667 -2.603 -0.397* -0.259 -0.194 7.619
(6.1939) (8.4996) (0.2144) (0.2457) (6. 6762) (8.4958)
R-squared 0.001 0.03 0.10 0.09 0.30 0.33
(within)

Wald Chi2 49.8*** 160.45*** 104.41*** 61.29***  163.70*** 325.08***

Hausman Test
(p-value) 0.99

Obs. 175
Countries 35

Model (5) reports the findings on the influence of product and process innovations on
productive entrepreneurship. The findings show that product and process innovations
have positive and statistically significant influence on productive entrepreneurship. The
results in model (6) provides support for the hypothesis that the influence of eco-factors
of entrepreneurial ecosystems on productive entrepreneurship is mediated by innovations
(product and process innovations). Combined results (model 6) show that eco-factors of
entrepreneurial ecosystems are statistically insignificant while the product and process

innovations as mediators are positive and statistically significant.
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3.4. Discussion

The findings in model (2) reveal a weak and mixing direct effect of eco-factors on
productive entrepreneurship without the mediation role of innovation. The findings show
that almost half of eco-factors have positive or negative but insignificant influence on
productive entrepreneurship. However, entrepreneurial culture found to have significant
but negative effect on productive entrepreneurship. Despite its importance in explaining
disparities in entrepreneurship development among nations, entrepreneurial supporting
culture still receives less attention among members of societies in many of developing
countries (Brownson, 2013). Unlike in developed economies (Mindaugas & Rasa, 2013),
most of societal norms and values in developing economies do not embrace
entrepreneurial behaviours and entrepreneurial success and failure stories (Castillo et al.,
2017). These findings come in line with findings from the study of Corrente et al., (2019)
who by using different analytical methods (SMAA and SMAA-S) analysed the
correlation coefficients using Kendall tau test between the eco-factors and the eco-output
(number of high-growth startups) of European countries. Similarly, they found mixed
effects (half of eco-factors found to have positive correlation with eco-output while others
found to have negative correlation) while entrepreneurial culture, government programs

and internal market dynamics being most relevant factors.

Furthermore, the findings provide supporting evidence that the influence of eco-factors
on productive entrepreneurship is mediated by innovations. The findings in model (6)
show that product and process innovations have positive and statistically significant
influence on productive entrepreneurship. This provides supporting evidence that
entrepreneurial ecosystems foster productive entrepreneurship through innovations
(Hullovaetal., 2019). As argued by Scuotto et al. (2019) and Sussan &Acs (2017) vibrant
entrepreneurial ecosystems are houses for innovative startup firms. The findings suggest
that African entrepreneurial ecosystems promote innovation performance mainly through
entrepreneurial oriented government programmes, infrastructures, knowledge capital
through research and development activities, as well internal market dynamics. Improved
innovations (in terms of product and service innovations) in turn foster productive
entrepreneurship. The increased magnitudes of coefficients of product and process

innovations reveal the presence of complete mediation effects of innovations on the causal
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effect relationship between eco-factors of entrepreneurial ecosystems and productive

entrepreneurship.
3.5. Conclusion

This article aims at examining the potential mediation effects of innovations on the causal
relationship between eco-factors of entrepreneurial ecosystems and productive
entrepreneurship. Several extant studies on entrepreneurial ecosystem research focus on
identifying relevant supporting elements for successful and vibrant entrepreneurial
ecosystems. However, less has been done to provide empirical evidence of the causal

relationship between eco-factors and eco-output of entrepreneurial ecosystems.

The panel regression (random effects) results provide less support evidence for direct
influence of eco-factors of entrepreneurial ecosystems on productive entrepreneurship in
developing economies. Financial capital, institutional capital, knowledge capital and
internal market dynamics and openness found to have no direct influence on productive
entrepreneurship. Social capital through entrepreneurial supporting culture found to have
negative and significant direct influence on productive entrepreneurship. This is because
societal norms and values in most of developing countries are still reluctant in embracing
entrepreneurial behaviours (Adler & Kwon, 2002; Castillo et al., 2017). However, this
article finds complete mediation effects of product and process innovations on the causal
relationship between eco-factors and eco-output of entrepreneurial ecosystems.
Conducive and quality entrepreneurial ecosystems provide necessary inputs that foster
innovations which in turn promotes productive entrepreneurship (Scuotto et al., 2019;
Sussan & Acs, 2017).

3.5.1. Theoretical and practical Implications

The study contributes towards the theoretical and empirical gap and extend the existing
conceptual model on eco-factors and eco-output of entrepreneurial ecosystem by
providing statistical evidence on the mediating role played by innovations. The findings
reveal that entrepreneurial ecosystems can foster innovation performance by providing
entrepreneurs with necessary resources such as government supports (eg., customized

entrepreneurial programmes and infrastructures); knowledge capital in terms of research
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and development activities as well internal market dynamics which in turn improves their
entrepreneurial performance. In addition, the findings inform the policy makers and
practitioners that designed policies and programs fostering quality of entrepreneurial
environments (ecosystems) and entrepreneurship must be more customized focusing on

improving innovative capacity of entrepreneurs and their related startups.
3.5.2. Limitations and Area for further research

This study encounters some limitations. The analysis is based on Global Entrepreneurship
Monitor database which is compiled based on views of some selected country
representatives on the quality and depth of entrepreneurial ecosystems at national level.
This may suffer from implicitly biasness due to subjectivity among those experts. Thus,
the future research can focus on micro-level data analysis, as suggested by Malecki (2018)
that the local perspective provide rich information about entrepreneurial ecosystems.
Entrepreneurial ecosystems are good habitat for innovative entrepreneurs, future research
could also explore challenges these entrepreneurs encounter in acquiring, utilizing, and
managing internal and external knowledge during designing and implementing innovative
products and services. Future research could further explore how collaborations among
different industries within the entrepreneurial ecosystem can moderate the effect of

innovations on productive entrepreneurship.
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Appendices

Appendix 1. Variance Inflation Factor (VIF) Results for Multicollinearity Test.

Variable VIF 1/VIF
Finance 2.87 0.348
Gvt Entrep as (Econ Agenda) 3.56 0.281
Gvt (Tax and Bureaucracy) 2.54 0.393
Gvt (Entrep Programs) 4.43 0.225
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Know Capital (BSEEDT) 2.91 0.344
Know Capital 2.36 0.424
(PSEEDT)

Know Capital (R&D) 4.27 0.234
Entre Support Services 2.37 0.423
Internal Market Dynamics 1.87 0.534
Internal Market Openness 3.51 0.285
Physical Infrastructures 1.63 0.615
Entrepreneurial Culture 1.81 0.553
Product Innovation 1.35 0.739
Process Innovation 1.31 0.762
Pop 2.59 0.387
Edu 2.32 0.431
GDP growth rate 1.12 0.897
FDI 1.1 0.905
Mean VIF 2.44

Appendix 2. Linktest results for Model specification test.

Productive

Entrep Coef. Std. Err. t P>t  [95% Conf. Interval]
_hat 1.088 0.524 207 0.040 0.053 2.123
_hatsq -0.002 0.011 -0.17 0.866 -0.023 0.020
_cons -0.987 6.071 -0.16 0.871 -12.970 10.995
Obs 175

F(2, 172) 91.61

Prob > F 0.000

R-squared 0.516

Adj R-

squared 0.51
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Chapter 4

Entrepreneurial ecosystems quality and productive
entrepreneurship: entrepreneurial attitude as a mediator in

early-stage and high-growth activities

Abstract

This study examines the mediation effects of entrepreneurial attitudes (EA) on the nexus
of the entrepreneurial ecosystem (EE) quality and productive entrepreneurship for early-
stage and high-growth entrepreneurial activities. The study employs global
entrepreneurship monitor (GEM) panel data of 137 economies from 2014 to 2018.
Random effect panel regressions and relative effect size estimations were used for data
analysis. Our findings show complementary mediation effects suggesting that EE quality
steers entrepreneurial activities via the EA. However, such mediation is much more vivid
towards high growth than early-stage activities. Vibrant EEs provide necessary resources
that boost the attitude of potential and nascent entrepreneurs to engage in early stage and
high-growth entrepreneurial activities. The study utilizes GEM data to explain the EEs
and EA dynamics and their related effects on entrepreneurship at the macro level. Future
research may study the phenomena by using micro level data. The paper explores a less
empirically researched question on how EEs steer entrepreneurship growth and
development. It reveals a need for new perspectives/logics (e.g., mediation/moderation)
for improving the explanations on the extant EEs framework. It further informs

policymakers and practitioners to design entrepreneur-centred EE policies and programs.

Keywords: entrepreneurial ecosystems, entrepreneurial attitude, high-growth start-

ups, early-stage start-ups, effect size

4. Introduction
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The dramatic increase of entrepreneurs and new ventures globally has triggered various
initiatives, strategies, and policies as an attempt to support entrepreneurial growth and
sustainability (Audretsch & Belitski, 2017; Hunt, 2015). The initiatives to establish
conducive environments for new ventures have led to the birth of the concept of
entrepreneurial ecosystems which is referred to a set of interconnected elements such as
leadership, culture, capital, markets, human skills, and support that holistically foster
entrepreneurship development and consequently promote economic growth and social
welfare (Isenberg, 2010; Tracy et al., 2018). While the concept has increasingly captured
the attention of scholars, practitioners, and policymakers, the extant body of knowledge
on its theorizing is dominated by conceptual works which suffer from insufficient

empirical validation (Malecki, 2018).

Moreover, while some studies conceptualize the direct relationship between eco factors
that define the EE quality and productive entrepreneurship as an eco-output (Nicotra et
al., 2018), few recent empirical studies reveal contradictory findings that open room for
further inquiry. For instance, Corrente et al. (2019) document a direct relationship
between eco-factors and eco-output in European countries (developed economies)
whereas Kansheba (2020) shows that such relationship in the context of developing
countries using Sub-Saharan African economies is an indirect one and more pronounced
when mediated by innovations. Inadequate conclusive evidence on the direct causal
relationship between eco-factors and eco-outputs of the EEs calls upon a need for further
inquiry to explore other logics that have the potentials of improving the current theorizing

on the existing EE framework.

This study builds on the entrepreneur-centric view of the EEs to fill the above gap by
postulating the mediating role of entrepreneurial attitude on the relationship between EE
quality and successful entrepreneurial activities. Entrepreneurs and start-ups are focal and
key drivers of the ecosystems (Acs et al., 2018). These are the ones that initiate
entrepreneurial decisions about what, where, and when to invest, innovate, when to start,
or expand the venture (Isenberg, 2010). Supports from other EEs actors such as financial
providers, training and education institutions, business incubators and accelerators,
community, government need to be strategically directed towards enhancing efficient and

effective entrepreneurial participations, processes, and performance among entrepreneurs
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and their startups (Audretsch & Belitski, 2017). The idea is that the stronger the EE
vibrance (quality) characterized by abundance of actors and their variant supporting
activities, the higher the entrepreneurial attitude and morale by entrepreneurs, and
ultimately the higher the birth rate of early-stage and high-growth entrepreneurial
activities (Atiese et al., 2018). Vibrant EEs are habitats that provide necessary tangible
(e.g., financial capital and supporting infrastructures) and intangible resources (e.g.,
appropriate knowledge and skills, motivation, and networking) which increase one’s
entrepreneurial morale (Hunt, 2015). We consider whether entrepreneurial attitude can
improve the explanation about how vibrant EEs foster entrepreneurial processes and

development.

Despite the growing recognition of EE research, there is a limited understanding of the
concept at both the micro (local) level and the macro (country) level (Kansheba and Wald,
2020). Micro and macro level insights on EEs are important for informing theorizing as
well as policy making (Nicotra et al., 2018; Isenberg, 2010). The present paper aims at
filling the later gap by employing the Global Entrepreneurship Monitor (GEM) panel data
of 137 economies over the period of 2014 to 2018 to test the postulated relationships.
Moreover, we add to the few empirical contributions on EE at the national level such as
Acs et al. (2018), Corrente et al. (2019), and Kansheba (2020). Our findings suggest a
positive (complementary) mediation effect indicating that the influence of EE quality in
steering entrepreneurial activities is more pronounced when mediated by the
entrepreneurial attitude. Vibrant EEs provide necessary resources that boost the attitude
of potential and nascent entrepreneurs to engage in early-stage and high-growth

entrepreneurial activities.

The article proceeds as follows. Section 2 presents a literature review on the concepts of
productive entrepreneurship and the role of the EEs. It further discusses the mediation
role of entrepreneurial attitude. Section 3 introduces the data and methods. Section 4
presents empirical findings and discussion. Section 5 concludes the paper by summarizing

the implications of the study and developing suggestions for future research.
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4.1. Literature Review and Hypotheses Development

4.1.1 Productive entrepreneurship: early-stage and high-growth
entrepreneurial

activities

Baumol (1990) and Acs et al. (2017) refer to productive entrepreneurship as any
productive entrepreneurial activity that contributes directly or indirectly to the net output
of the economy or capacity to produce additional output and ultimately increase total
welfare. Nicotra et. al (2018) further added that the total value creation by productive
entrepreneurship should exceed the sum of the value created by individual entrepreneurs.
Targeting and stirring productive entrepreneurship promote innovation, competition, and
market efficiency that finally increase people's welfare (Audretsch & Belitski 2017).
Customers get access to a wide variety of goods and services due to the presence of quality
and differentiated products from new entrants and incumbents. Nicotra et al. (2018)
classify productive entrepreneurial activities into two as early-stage and high-growth

entrepreneurial activities.

Early-stage entrepreneurial activities are comprised of both potential and nascent
entrepreneurs; people who are engaged in the process of creating new ventures
(Herrington et al., 2015). Additionally, Acs et al. (2018) in their GEM report refer to
(total) early-stage entrepreneurial activity (TEA rate) as the percentage of an economy's
18-64-year-old population who are either a nascent entrepreneur actively planning to start
a new business or owner-manager of a new business within the first 42 months of starting.
TEA rates are commonly used as a benchmark to understand the quality and nature of
early-stage entrepreneurship and their economic effects among economies (Atiase et al.,
2018). The economies ranked lower in terms of TEA have more necessity-driven
entrepreneurs (those that join entrepreneurial processes because they had no other options
for job) while economies with higher TEA rate, such as e.g., Sweden, have more of
opportunity-driven entrepreneurs who always join entrepreneurial processes as an avenue
to explore business opportunities (Draghici et al., 2014). To that end, high rates of early-
stage entrepreneurial activities, particularly those that are opportunity-driven, entails that

the entrepreneurial atmosphere in a certain economy is dynamic and vibrant (Shinnar &
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Zamantil1 nayir, 2019), and that the formal employment sector is sufficiently strong to

provide work for those who would rather not become entrepreneurs (Acs et al., 2018).

On the other hand, high growth entrepreneurial activities are regarded as generators of
positive outcomes to an economy (Yang and Li, 2008). These are ventures that exhibit
great ambition for growth and have a potential strategy for realizing this ambition (Tracy
et al., 2018). However, high growth start-ups are normally rare, take time to be formed,
technology demanding, and therefore few entrepreneurs can sustain their business to that
level (Peci et al., 2012). Despite being few, high growth start-ups provide substantial
contribution to economic growth and development. Thus, Autio (2009) concluded that
government support and initiatives should not be confined towards emphasizing the
establishment of entrepreneurial ventures per se, but also towards encouraging
innovations that accelerate scale up and high growth of those established ventures
(Isenberg, 2010).

4.1.2. Entrepreneurial ecosystem and its role in fostering productive

entrepreneurship

The concept of entrepreneurial ecosystems has been used to express, explicate, and
convey views and frameworks on how businesses interact with their environments
(Colombo & Dagnino, 2017). Firms within entrepreneurial ecosystems have additional
benefits other than their resources and capabilities (Acs et al., 2017). These additional
benefits are derived from a wide network of different players, shared resources,
knowledge accumulation, and knowledge transfer within and from outside the ecosystem
(Castillo et al., 2017). Recent research on entrepreneurial ecosystems is dominated by
conceptual work and case studies (Kansheba & Wald, 2020), and often based on the

framework coined by Isenberg (2010).

The term entrepreneurial ecosystem has been defined by various scholars and in different
ways. While some scholars have associated the concept with geographical boundaries,
others have viewed the concept beyond the geographical limitations as a network that is
not locally confined (Kansheba and Wald, 2020). For instance, Cohen (2006) and Spingel
(2017) refer to an EE as a union of localized or interconnected elements and actors such

as cultural outlooks, social networks, investment capital, universities and active economic
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policies that support and facilitate creation of innovative ventures. Furthermore, Malecki
(2018) points out the effects of globalisation in fostering entrepreneurial environments.
Through technological advancement and globalisation, members of the certain EE can
fetch necessary resources even beyond their existing EE through new means of
entrepreneurial financing such as crowdfunding and crowdsourcing (Maroufkhani et al.,
2018). Accordingly, Philip (2017) and Theodoraki et al. (2018) document that an
entrepreneurial ecosystem is an interconnected system with multiple players at both
micro- and macro-level, entrepreneurial organizations such as venture capital providers,
business angels and banks; various institutions such as universities and public sector
agencies; and companies (both as start-ups and large), that formally or informally connect,
mediate and foster entrepreneurship development which in turn promotes economic

growth and social welfare (Katharina, 2020).

Extant studies have focused on categorizing success eco-factors that improve the quality
of entrepreneurial ecosystems (Malecki, 2018) with very few studies analysing the causal
relationships between EEs and entrepreneurial performance and development (Audretsch
& Belitski, 2017). The impact of EEs differs from one country to another due to
contextual characteristics that distinguish them. For instance, unlike developing
economies, developed economies have better infrastructures and complementary between
formal and informal institutions that foster entrepreneurial activities (Williums & Vorley,
2017). Furthermore, some economic regions are attractive for international businesses,
for instance Europe (Corrente et al., 2019) and parts of the Middle East, due to their good

networks which promote the vibrance of entrepreneurial ecosystems than in other regions.

Moreover, the dynamics of both early-stage and high-growth entrepreneurial activities
depend on the quality of the EE the startups are operating in. However, according to
Sanchez (2013), such dynamics are attributed with the presence of strategic policies and
programs focused towards improving entrepreneurial environments. For instance, several
developing countries are still characterized by poor entrepreneurial environments
(Bretones & Radrigan, 2018). As a result, communities in these economies have low
entrepreneurial morale due to a low support of entrepreneurial initiatives that finally
hinder one's ability to discover and materialize new entrepreneurial potentials

(Fitzsimmons & Douglas, 2005). Atiese et al. (2018) document that African countries
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need broad financial inclusion, strong, efficient, and effective state institutions to support
entrepreneurship development. Besides, Kansheba (2020) concludes that to close the gap
of poor entrepreneurial growth, entrepreneurial ecosystems in developing economies
need to provide innovation-focused entrepreneurial supports to new start-ups. Thus, by
supplying necessary entrepreneurial resources, EEs act as habitats for productive

entrepreneurs with innovative ideas.

Nicotra et al. (2018) categorized eco-factors that define the EE quality into five forms of
capital: financial, institutional, knowledge, social, and market capital (Ashenafi et al.,
2021). They further propose the existence of the direct effect of eco-factors on productive
entrepreneurship as an eco-output. The few recent studies that tested their propositions
reveal different findings. For instance, Corrente et al. (2019) find a direct relationship
between eco-factors and eco-output in European countries where cultural and social
norms, government programs, and internal market dynamics being identified as most
relevant eco-factors. However, Kansheba (2020) finds that the influence of eco-factors on
eco-output in Sub-Saharan Africa becomes more pronounced when mediated by
innovations. Such a variation in findings and insufficient empirical conclusion open doors

for further inquiry. We thus, hypothesize that:
H1la: EE quality positively influences early-stage entrepreneurial activities.
H1b: EE quality positively influences high-growth entrepreneurial activities.

4.1.3. The mediating role of entrepreneurial attitude in the nexus of

entrepreneurial ecosystem and productive entrepreneurship

Carsrud and Brannback (2011) acknowledge that entrepreneurial attitudes is amongst
critical and important but largely ignored topics in entrepreneurship research. Fayole and
Gailly (2015) argue further that due to conventional tendency of entrepreneurship
research to borrow from other disciplines, it tends to deccelerate potential knowledge
growth in some productive line of research lines. For instance, Carsrud and Bréannback
(2011) comment that prior researchers abandoned the entrepreneurial trait as a research
line due to failure in demostrating personality traits that would uniquely describe an

entrepreneur. Similar attempts were noted in management science where scolars tried to
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discriminate managerial traits from entreprenerial traits for both organisational and
entrepreneurial success (Angulo-Guerrero et al., 2017). Evenutally this led to research
focus shift towards the embedded interelatedness between entrepreneurial traits and
entrepreneurial processes and activities (Carsrud and Brannback, 2011).

Avlonitis and Salavou (2007) refer to entrepreneurial attitude as one of the individual
entrepreneurial traits that encompass one's feelings, thoughts, and conation towards
entrepreneurship (Colakoglua and Goziikara, 2016). Moreover, Thomas and Muller
(2000) regard entrepreneurial attitude as an essential personality trait that involves the
need for achievement and growth, innovativeness, risk-taking as well as ambiguity
tolerance that all together motivate an individual to undertake entrepreneurial actions and
participate in entrepreneurial activities (Acs et al., 2018). It is also the perceptions toward
the value, benefit, and favourability of entrepreneurship which affect (positively or
negatively) entrepreneurs’ intentions to step into new venture creation (Ajzen, 2002).
Bosma and Schutjens (2011) posit further that entrepreneurial attitude is composed of
fear of failure in starting business, perceptions on startup opportunities and self-
assessment of personal capabilities to start a business.

Entrepreneurial traits, such as attitude, are believed to be prerequisite characteristics in
fostering entrepreneurial activities (Schillo et al., 2016). Entrepreneurial attitude has been
proven to be an essential predictor of entrepreneurial processes including the intention to
start-up (join), and scale-up entrepreneurial activities (venture creation and growth)
(Jason and Evan, 2005). For instance, Draghici et al. (2014) document that the failure of
the “Lisbon strategy” for making the EU the world's most competitive and dynamic
knowledge-based economy, capable of sustainable economic growth with more and better
jobs and greater social cohesion was due to incapacity in stimulating entrepreneurial
attitude which resulted in a relatively poor impact on economic growth. To that end,
encouraging and strengthening the entrepreneurial attitude is crucial and necessary for

successful entrepreneurial (both early-stage and high growth) activities.

Entrepreneurial attitudes at either (psychological/individual) micro level (Colakoglua, &
Gozlkarab, 2016; Amidzic, 2019) or (sociological/country) macro level (Draghici et al.,
2014; Nitu-Antonie, 2017) are largely influenced by the EEs in which they operate in. It
is reported that apart from internal motivations that influence the entrepreneurs there are
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also external motivations such as resources and opportunities (Mueller, 2006). Vibrant
EEs provide for tangible resources (financial capital and infrastructures) and intangible
resources (knowledge, skills, and networks) that develop and increase the entrepreneurial
attitude of both potential and nascent entrepreneurs (Roundy, 2017). However, EEs are
evolutionary in terms of their configurations and elements (Liguori et al., 2019). With
that regard, entrepreneurial attitudes become dynamic given the changes in the quality of
a particular EE (Mack & Mayer, 2015).

Thus, people with high entrepreneurial attitudes are more likely to engage in
entrepreneurial activities and maximize their utilities than those with lower
entrepreneurial attitude (Jason & Evan, 2005). Fitzsimons & Douglas, (2005) further posit
that entrepreneurial attitude involves an individual's ability to identify and utilize
potential lucrative entrepreneurial opportunities and how culture supports and embraces
entrepreneurial behaviours. People with higher entrepreneurial attitudes are more likely
to participate in entrepreneurial activities and processes than those with lower attitudes
(Acs et al., 2018). Moreover, entrepreneurs can benefit from social networks by
developing social relationships through trust rather than opportunism (Frese, 2009).

Potential entrepreneurs have the chance to learn from experienced entrepreneurs and
capitalize on their experiences or access start-up capital (Kwon & Arenius, 2010). Social
backgrounds that embrace entrepreneurial success and failure stories inculcate into people
the entrepreneurial spirit to engage in entrepreneurial activities (Jason & Evan, 2005).
Vibrant entrepreneurial ecosystems are habitats that nurture entrepreneurial attitudes and
innovative ideas by supplying key and necessary resources required by potential and
nascent entrepreneurs and start-ups for their growth (Shirokova et al., 2018). We thus
hypothesize that:-

H2a: The entrepreneurial attitude mediates the association between the entrepreneurial

ecosystem quality and early-stage entrepreneurial activities.

H2b: The entrepreneurial attitude mediates the association between the entrepreneurial

ecosystem quality and high-growth entrepreneurial activities.
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H3: The mediating effect of entrepreneurial attitude on the association between
entrepreneurial ecosystem quality is stronger for high-growth entrepreneurial

activities than for early-stage entrepreneurial activities.

Figure 4.1 integrates the hypotheses in a research model.

Control Variables
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Figure 4.1: The research model

4.2. Data and Methods

4.2.1. Data

As posed by Corrente et al. (2019) among of the challenges encompassing EE empirical
research is deciding on suitable constructs, data sources, and level of analysis. However,
Nicotra et al. (2018) proposed the prevalent and widely used comprehensive panel data
sets that can aid empirical validations of EE studies at different level of analysis including
institutional and country level. Thus, following their study, we gathered data from the
global entrepreneurship monitor (GEM) on 137 economies from 2014 to 2018. The GEM
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dataset is compiled from the annually administered national expert survey (NES) on
experts from economies of different geographic areas and levels of economic
development. The GEM dataset is preferable and used in this study as it harmonized,
globally comparable data that presents entrepreneurial perception (at a country level)
regarding the quality and depth of entrepreneurial ecosystems, attitude, and activities of
different economies. We also gathered data (for the control variables) from other global
databases including the World Bank and United Nations Development Program (UNDP).

Appendix. 4.1 provides a summary of the variables, measurements, and data sources.

Dependent variables: The study uses the total early-stage entrepreneurial activity (TEA)
and high-growth start-up rates as the indicators of the productive entrepreneurship. TEA
represents the proportion of the working-age population that has an intention to start an
entrepreneurial activity and/or has started one within the last three and a half years (Acs,
et al., 2017). The high growth start-up rate represents the proportion of companies with
business models that are designed to be repeatable and scalable (Nicotra et al., 2018).
These indicators are suggested by Nicotra et al., (2018) and have been widely used in
research (Herman & Szabo, 2014; Kansheba, 2020; Corrente et al., 2019).

Independent variable: The study employs 12 attributes (eco-factors) to represent the
quality of entrepreneurial ecosystems (Nicotra et al., 2018; Corrente et al., 2019). These
include i) access to finance, ii) governmental entrepreneurial support and policies, iii)
taxes and bureaucracy, iv) governmental programs, v) physical infrastructures, vi)
commercial and professional infrastructures, vii) post-school entrepreneurial education
and training, viii) basic-school entrepreneurial education and training, ix) research and
development transfer, x) entrepreneurial supporting cultural social norms, xi) internal

market dynamics, xii) internal market openness.

Mediating variable: Five items measure the mediating variable, the entrepreneurial
attitude (Acs et al., 2018). These include i) entrepreneurial opportunity perception, ii)
startup skills, and iii) risk acceptance. Exploitation of economic opportunities by
entrepreneurs and/or entrepreneurial firms during the creation of new ventures or scale-
up is attributed to their cognitive perceptions and risk-taking processes (Nitu-Antonie et
al., 2017). Additionally, Nitu-Antonie at al. (2017) argued that enhancing entrepreneurial
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behaviours induces new and nascent entrepreneurs and start-ups to join entrepreneurial

activities which in turn may explain market competitions and dynamics at the macro level.

To obtain aggregate indices for the entrepreneurial ecosystem quality and entrepreneurial
attitude, we apply the normalization and arithmetic mean procedures (Corrente et al.,
2019). The Eq. (1) shows how normalized value for each indicator was obtained while
Eqg. (2) and Eq. (3) show how normalized values were aggregated for each country
(Draghici et al., 2014). The NI stands for normalized indicator, the lijc stands for the value
of the indicator i for the period j for the country c, the 1i™" stands for the minimum value
indicating lower (poor) entrepreneurial ecosystem quality or entrepreneurial attitude, the
li "™ stands for the maximum value indicating higher(better) entrepreneurial ecosystem
quality or entrepreneurial attitude, the AEEQ stands for aggregated entrepreneurial
ecosystem quality index, and AATT stands for aggregated entrepreneurial attitude index.

NI = (lije = B )01 M) e e e e e e e e
(1)

AEEQ = (Sum of NI for EEQ for period j for particular country)/12................(2)

AATT = (Sum of NI for ATT for period j for particular country)/3...............(3)

Control Variables: The study used control variables that may also influence the level of
productive entrepreneurship in a country. These control variables are the size of the
population, the education development level, the gross domestic product (GDP) growth
rate, the GDP per capita growth rate, and foreign direct investment (FDI). Controlling for
the impacts of these variables on productive entrepreneurship is crucial for a robust
analysis (Atiese et al., 2018).

4.2.2. Model goodness-of-fit and estimation

We hypothesize that entrepreneurial attitude mediates the role of EE quality on productive
entrepreneurship in terms of early-stage and high-growth entrepreneurial activities. We
therefore employed panel regression model to examine the stated relationships where

random effects (RE) estimator was selected over fixed effects (FE) estimator (Lensink et
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al., 2017). Additionally, we performed effect size estimations to examine the relative
mediation effect size of the entrepreneurial attitude. To ensure model goodness-of-fit
several regression assumptions were tested prior analysis (see Appendix 4.3). The
Breusch-Pagan test results show the p-value of 0.247 above the benchmark of 0.05
indicating the absence of heteroskedasticity (Hausman & Taylor, 1981). The Pearson-
wise correlation matrix (see Appendix 4.2) shows that all variables have the value below
the benchmark of 7, suggesting the absence of serious multicollinearity problem
(Kansheba, 2020). This is also supported by the variance inflation factor-VIF results
where all explanatory variables are less than the cut off points of 5. The Shapiro-Wilk W
normality test results show the p-value of 0.022 which is greater than 0.01 suggesting that
residuals are normally distributed (Hair et al., 2010). The link test for model specification
results shows the p-value of 0.085 is greater than 0.05 suggesting that the model is
correctly specified (Lensink et al., 2017). Statistically significant F-statistics further
confirms the goodness of fit of the model. Both the explanatory and mediating variables

explain about 50 percent (R-squared-Overall) of the variation in the outcome variables.
4.3. Results

4.3.1. Descriptive Statistics

Table 4.1 reports the descriptive results of the studied variables. The productive
entrepreneurship has the mean value of about 13 percent in terms of early-stage
entrepreneurial activity and about 32 percent in terms of high-growth entrepreneurial
activities. Furthermore, EE quality has the mean value of about 37 percent while
entrepreneurial attitude has about 36 percent. Regarding to control variables, the mean
value of population is 64 percent while that of education development being about 62
percent. The GDP growth rate has the mean value of about 3 percent while the GDP/capita
growth has the mean value of about 0.02 percent. The foreign direct investment has the

mean value of about 2 percent.
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Table 4.1: Descriptive statistics

Variable Obs Mean Std. Dev.  Min Max
Early-stage Entrepreneurial - 55q 15 57 786 244 4146
Activities

High-growth Entrepreneurial 75 5 5g 2899 000  100.00
Activities

Entrepreneurial Ecosystem o5 5659 1782 877  86.20
Quality

Entrepreneurial Attitude 656 35.83 18.17 4.10 84.40
Population 675 64.29 6.54 49.31 85.32
Education 696 61.83 19.79 0.00 92.65
GDP growth rate 670 3.21 3.29 -24.00 26.68
GDP/capita growth rate 700 0.02 0.03 -0.245 0.25
Foreign Direct Investment 590 2.30 9.15 -51.47 88.35
No. Countries 137

4.3.2. The panel regression results: Random Effect (RE)- estimates

Tables 4.2 and 4.3 provide for the RE results on the mediation role of entrepreneurial
attitude on the relationship between the EE quality and productive entrepreneurship in
terms of early-stage and high growth entrepreneurial activities. Table 4.2 consists of
model 1 to model 5 results. Model 1 presents the baseline model where the output
variable, early-stage entrepreneurial activities is regressed with control variables only. At
this stage only GDP growth and GDP/capita growth found to have statistically but mixed
(positive and negative) significant influence on early-stage entrepreneurial activities. We
postulated in H1a that the EE quality positively influences the early-stage entrepreneurial

activities.

Thus, in models 2, the independent variable (EE quality), is added to the baseline. The
results suggest the statistically significant and positive direct influence of the
entrepreneurial ecosystem quality on the early-stage entrepreneurial activities (model 2).

Models 4 and 5 present the results of the mediation role of entrepreneurial attitude on the

83



role of the EE quality towards early-stage entrepreneurial activities. The results support
H2a by indicating the full (indirect-only) positive mediation effect. The direct effect of
the quality of entrepreneurial ecosystem on early-stage entrepreneurial activities vanishes

when entrepreneurial attitude mediates the relationship.

Table 4.2: The influence of the entrepreneurial ecosystem quality and entrepreneurial

attitude
on productive (early-stage) entrepreneurial activities: RE estimate
Early-stage Entrepreneurial Early-stage
Entrepreneurial Attitude Entrepreneurial
Activities Activities
(1) (2) 3) (4) (5)
Coef Coef Coef Coef Coef
Pobulation -0.016 -0.013 0.072** -0.038 -0.043
P (0.039) (0.040) (0.035) (0.048) (0.046)
Education -0.003 0.005 0.035* -0.004 0.003
(0.025) (0.027) (0.019) (0.031) (0.030)
GDP arowth 0.955**  (0.928** 0.513* 0.937** 0.883**
g (0.351) (0.353) (0.264) (0.368) (0.362)
-0.989**  -0.963** -0.579** -0.933**  -0.882**
GDP/Cap growth (0.357)  (0.359) (0.269) (0374)  (0.367)
ED -0.002 0.002 -0.022 -0.006 0.003
(0.038) (0.039) (0.024) (0.040) (0.040)
Entrepreneurial 0.21* 0.881*** 0.108
Ecosystem Quality (0.109) (0.018) (0.063)
** **
Entrepreneurial Attitude (260228) (261326)
cons 0.109***  (0.110*** -0.037* 0.121***  (.128***
- (0.025) (0.025) (0.022) (0.031) (0.030)
R-Squared (Overall) 0.039 0.043 0.89 0.493 0.497
Chi-Squared 8.67** 9.31** 26.43*** 8.45** 12.49*
Observations 696 696 696 652 652
No. Countries 137 137 137 137 137
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We further hypothesized that the EE quality positively influences the high-growth
entrepreneurial activities (H1b). The results in model 7 in Table 4.3 support H1b by
establishing that there is positive and statistically significant relationship between EE
quality and high-growth activities. Moreover, results in Table 3 in model 9 also suggest
the full (indirect-only) positive mediation effects of the entrepreneurial attitude on the EE

quality-High growth entrepreneurial activities relationship, thus supporting H2b.

Table 4.3: The influence of the entrepreneurial ecosystem quality and entrepreneurial
attitude

on productive (high growth) entrepreneurial activities: RE estimate

High-growth Entrepreneurial Activities

(6) (7 (8) 9)
Coef Coef Coef Coef
Population 0.165 0.053 0.041 0.136
(0.119) (0.087) (0.127) (0.1004)
Education 0.328%** -0.003 0.180 0.051
(0.079) (0.068) (0.089) (0.074)
(1.093) (0.845) (1.049) (0.862)
GDP/Cap growth 1.459 0.184 1.059 -0.364
(1.110) (0.854) (1.057) (0.866)
EDI 0.184 0.008 0.116 -0.050
(0.131) (0.116) (0.129) (0.116)
Entrepreneurial Ecosystem
Quality 0.832*** 0.811*
(0.065) (0.415)
Entrepreneurial Attitude 0.042** 0.235**
(0.021) (0.097)
—cons 0.019 -0.007 0.053 -0.058
(0.075) (0.055) (0.083) (0.066)
R-Squared (Overall) 0.116 0.319 0.471 0.483
Chi-Squared 38.20%** 24.76%** 25 95 28.91%**
Observations 696 696 652 652
No. Countries 137 137 137 137
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The findings shown in Table 4.4 indicate that the mediating role of entrepreneurial
attitude is much higher for high growth than for early-stage entrepreneurial activities. The
intraclass correlation coefficient (ICC) suggests that the mediating effect of
entrepreneurial attitude on high-growth entrepreneurial activities is twice the mediating

effect on early-stage entrepreneurial activities.

Table 4.4: Mediation effect size between early-stage and high-growth entrepreneurial

activities
) I High-growth Entrep.
Early-stage Entrep. Activities Activities
Eta-
Eta-Squared df Squared df
Model 0.078 2 0.296 2
Entre_preneurlal Ecosystem 0.043 1 0.057 1
Quality
Entrepreneurial Attitude 0.067 1 0.167 1
_— 27.69*** 137.58***
F-Statistics (2, 653) (2, 653)
Observations 656 656
R-squared (Between) 0.46 0.61
R-squared (Within) 0.13 0.38
R-squared (Overall) 0.497 0.483
Intraclass Correlation Coef 139 265

(ICC)

4.4. Discussion

Entrepreneurial ecosystems play a vital role in fostering entrepreneurship and economic
development of a country. Established entrepreneurial ecosystems substantially
contribute towards the creation of wealth, jobs, and improved competitiveness (Colombo
& Dagnino, 2017). While there are many players within an entrepreneurial ecosystem,
entrepreneurs and their respective start-up companies are central (Tracy et al., 2018).

Therefore, efforts to foster entrepreneurial activities should concentrate on these players
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(Isenberg, 2010; Audretsch & Belitski, 2017). Accordingly, this study sought to examine
direct effect of EE quality on the early-stage and high-growth entrepreneurial activities.
The study further argues for the new perspective on the extant EE framework by

postulating the potential mediation role of entrepreneurial attitude.

Our findings show that there is a positive relationship between EE quality and productive
entrepreneurship in terms of early-stage and high growth entrepreneurial activities.
Moreover, the findings indicate that this relationship is positively (indirect only but
complementary) mediated by the entrepreneurial attitude. This suggests that the influence
of entrepreneurial ecosystem quality on fostering entrepreneurship at both early-stage and
during scale up is more apparent through the mediation effect (Zhao & Chen, 2019). More
specifically, the findings reveal that the magnitude of the mediation effect is more
pronounced to high growth than early-stage entrepreneurial activities. The current
findings provide for the possible reason on the conclusion drawn by Draghici et al. (2014)
that developed economies experience more high growth start-ups than developing ones.
Our findings also explain the assertion by Jose et al. (2019) that despite the presence of
many new start-ups joining early-stage entrepreneurial activities in developing
economies, these start-ups fail to attain substantial growth due to low entrepreneurial

attitude of their owners.

As suggested by Isenberg (2011), research and policy focus should be towards
emphasizing opportunity-driven (productive) entrepreneurial activities that are
characterized by economic value addition and growth aspiration by new entrepreneurial
entrants. The assumption behind this emphasis is that opportunity driven- and high-
growth start-ups yield more outcomes (economic impact) than necessity-driven start-ups
whose target is limited to merely joining the entrepreneurial activities with less growth
aspiration (Nicotra et al., 2018). As pointed out by Acs et al. (2017), both early-stage and
high-growth entrepreneurial activities do not take place in a vacuum, but they are
influenced by the environments (ecosystems) in which entrepreneurs and their related
start-ups operate in (Nitu-Antonie, 2017). Moreover, such ecosystems are characterised
by a generic and specific set of economic and social frameworks that mirror the ability of
a country to foster entrepreneurship (Isenberg, 2010) through enhancing entrepreneurial

behaviours.
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Additionally, Isenberg (2010) posits that vibrant entrepreneurial ecosystem transform
behaviour through success and failure stories from experienced entrepreneurs which
enrich the entrepreneurial understanding and knowledge of potential and nascent
entrepreneurs. However, on the other hand, low entrepreneurial attitude has been
associated with unsupportive entrepreneurial ecosystems. For instance, Atiese et al.
(2018) document that poor EEs that are apparent in most of developing economies are
attributed to poor technological advancement and un-supporting entrepreneurial culture.
Supplementary, Sussan and Acs (2017) argue that in places where the level of information
technology is still low, entrepreneurial networking is hampered which results in stagnant
venture growth. Castillo et al. (2017) conclude further that, unlike societies with non-
supportive cultural norms and values towards entrepreneurial behaviours, societies that
embrace entrepreneurial behaviour in their culture foster entrepreneurial creativity,

innovation, and investment.
4.5. Conclusion

Although entrepreneurial ecosystems include a diverse set of elements and actors
(Isenberg, 2010), key players within entrepreneurial ecosystems are the entrepreneurs and
their respective start-up firms. While there is a growing body of literature on identifying
key elements for successful entrepreneurial ecosystems, the field is still accompanied by
limited, contradictory and inconclusive empirical findings. This study builds upon the
entrepreneur-centred perspective of entrepreneurial ecosystems and examines the
mediating role of entrepreneurial attitude on the linkage between EE quality and
productive entrepreneurship in terms of early-stage and high growth entrepreneurial
activities of 137 economies from 2014 to 2018. The findings establish the positive
(indirect only but complementary) mediating effect of entrepreneurial attitude where such
effect being more pronounced towards high growth than on early-stage entrepreneurial

activities.
4.5.1. Theoretical implications

Our study contributes to the EE research through filling the theoretical and empirical gap
by extending the existing conceptual frameworks on entrepreneurial ecosystems (Nicotra

et al., 2018). Extant studies have focused on identifying key EE elements (eco-factors and
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eco-outputs) with limited empirical validation on their causal relationship. Few recent
studies (e.g., Corrente et al., 2019 and Kansheba, 2020) that tested the existing EE
framework provide conflicting conclusions which call for more inquiry on other logics
that improve the explanation of the role of EEs in fostering entrepreneurship growth and
development. To that end, current study argues for and provides empirical support for the
indirect-only positive mediating role of entrepreneurial attitude on the relationship
between EE quality and productive entrepreneurship in terms of early-stage and high
growth activities. Vivacious entrepreneurial ecosystems boost entrepreneurial morale by
providing key and necessary entrepreneurial tangible and intangible resources (Audretsch
& Belitski, 2017) which in turn increase the rate of entrepreneurial activity engagement

and high growth of potential and nascent entrepreneurs.
4.5.2. Practical implications

Our study informs policymakers that policies and programs targeted towards fostering
EEs need to be entrepreneur (startup)-centred so that inculcate entrepreneurial traits to
join and scale-up entrepreneurial activities. Our study also sheds light to nascent
entrepreneurs (business owners) and managers of entrepreneurial ventures to leverage on
the resource richness of their EEs in shaping their entrepreneurial behaviours and
initiatives which ultimately results in gaining competitive advantage and improved
performance. As argued by Audretsch and Belitski (2017) EEs supply key tangible (e.g.,
finance and infrastructure) and intangible (e.g., social network support) entrepreneurial
resources necessary for venture creation and growth. For instance, social networks
influence the speed at which the information and resources flow through the ecosystem
as well as the interactions among participants (Roundy, 2017). Moreover, the significant
influence of EE quality on entrepreneurial attitude implies a need for entrepreneurship
education and training decision makers to appreciate the role of EEs in shaping
entrepreneurial personality traits. EEs dynamics and how they affect entrepreneurial traits

such as attitude can be taught and strengthened.
4.5.3. Limitations and area for further research

In this study we employed GEM dataset which presents a macro (country) overview of

the quality and depth of entrepreneurial ecosystems. While national level insights of the
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EEs are important for the theorizing and policy making, we still acknowledge the need
for micro level insights towards this objective. Thus, future research could enrich further
our understanding of the current studied phenomenon by employing micro (individual,
firm, or meta-organisation) level data. Future research may also explore other
aspects/logics (e.g., mediation/moderation) that have potential to improve the
explanations on the extant EEs framework. For instance, Sub-Saharan Africa despite
being a resource-rich region and potential for entrepreneurial opportunities, the region is
characterized by poor EE quality and low entrepreneurial activities. Future research could
explore the hindering factors and possible mechanisms to revamp the quality of

entrepreneurial ecosystems in this region.
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Appendices

Appendix 1. Summary of variable description and related data source.

Variable Data Source

Productive Entrepreneurship

Total early-stage entrepreneurial activities GEDI
High growth startups rate

Quality of Entrepreneurial Ecosystem

i). Access to finance: The availability of financial resource for SMEs
(including grants and subsidies)

if). Governmental entrepreneurial support and policies: Government
focuses Entrepreneurship as a relevant economic agenda.

iii). Taxes and bureaucracy: Government's taxes or regulations are either
size-neutral or encourage new and existing SMEs

iv). Governmental programs: Government set quality programs directly GEDI
assisting SMEs at all levels of government (national, regional, municipal)

v). Physical infrastructures: Ease access to physical infrastructure (e.g.

water, transport, electricity, telecommunication, land, space at affordable
prices
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vi). Commercial and professional infrastructures: Support Structure e.g.
availability of mentors/advisors, incubators/accelerators

vii). Post school entrepreneurial education and training: The extent to
which training in creating or managing SMEs is incorporated within the
education and training system at higher learning institutions.

viii). Basic-school entrepreneurial education and training: The extent to
which training in creating or managing SMEs is incorporated within the
education and training system at primary and secondary levels

iX). Research and Development transfer: The extent to which national
research and development will lead to new commercial opportunities and is
available to SMEs

X). Entrepreneurial supporting cultural social norms: The extent to which
social and cultural norms encourage or allow actions leading to new business
methods or activities that can potentially increase personal wealth and
income

xi). Internal market dynamics: The level of change in markets from year to
year

xii). Internal market openness: The extent to which new firms are free to
enter existing markets

Population: pop aged 15-64 as % of total population

Education Development: Level of education as proxied based of four goals
of Education for All (EFA)- universal primary education, adulty literacy,
quality of education and gender.

GDP/capita growth: Growth domestic product per capita growth rate

GDP growth: Growth domestic product growth rate

Foreign Direct Investment: Flow as % of net GDP

World Bank

UNDP

World Bank

World Bank

World Bank
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Appendix 2: Correlation and Variance Inflation Factor (VIF) results

Variable  VIF 1 2 3 4 5 6 7 8 9

1 1

2 134  0.1235* 1

3 1.1 -0.051 0.4634* 1

4 244  -0.1146* 0.5587* 0.5455* 1

5 112 -0.0302 0.1760* 0.2967* 0.2720* 1

6 217 -0.0913* 0.3283* 0.5597* 0.5681* 0.4150* 1

7 1.06 -0.0764* 0.0324  -0.0351  0.0007 0.0649  -0.0083 1

8 236 0.0021 -0.0213  -0.1220* -0.0998* 0.056  -0.1279* 0.6168* 1

9 154 -0.0467 0.1219* 0.1632* 0.2076* 0.1084* 0.1419* 0.0914* 0.0781* 1
Mean 1.46
Note: 1=Early-stage entrepreneurial activities, 2= High-growth entrepreneurial activities, 3=
Entrepreneurial attitude, 4= Entrepreneurial ecosystem quality, 5= Population, 6= Education, 7=

GDP/capita growth, 8= GDP growth, 9= Foreign direct investment (FDI).

Appendix 3: Regression model assumptions

S/N  Regression Assumptions Test(s) We seek values

Breusch-Pagan hettest

1 No heteroskedasticity problem Chi2(1): 1.341 > 0.05
p-value: 0.247

2 No multicollinearity problem VIF (See Appendix 2) <5.00
Shapiro-Wilk W normality test

3 Residuals are normally distributed z:2.013 >0.01
p-value: 0.022
Linktest

4 No specification problem t:1.724 >0.05
p-value: 0.085
Test for appropriate functional form

5 No functional form problem F(3,46):27.842 >0.05
p-value: 0.0630

6 No influential observations Cook's distance <1.00

no distance is above the cut-off
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Chapter Five

Cushioning the Covid-19 Economic Consequences on
Entrepreneurial Ecosystems: The Role of Stakeholders’

Engagement, Collaboration, and Support.

Abstract

The Covid-19 (corona virus) disruptions have necessitated a new way of thinking about
how entrepreneurship and its environments (ecosystems) function in times of heightened
uncertainty. Based on a sample of 237 entrepreneurial ecosystem (EE) stakeholders in
Tanzania - an emerging economy, we examine the pandemic economic consequences
steered by government countermeasures on the EE- perceived quality and performance.
We further examined the role played by EE stakeholders™ engagement, collaboration, and
support during the crisis. Our structural equation model results suggest that strictness of
government counter measures for containment of the current pandemic predicament has
a bearing on EE- perceived quality and performance by fuelling EE vulnerability via
amplifying the magnitude of the negative effects. We further find that stakeholders®
engagement and collaboration play a significant role in improving the EE-perceived
quality and slowing down EE-vulnerability. We conclude by providing the implications

and avenues for future research.

Keywords: Entrepreneurial ecosystems, Coronavirus pandemic, Stakeholder theory,

Vulnerability, Entrepreneurship
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5. Introduction

Covid-19 has not only been a health catastrophe, but also it has caused other socio-
economic disruptions across the globe following various imposed countermeasures such
as lockdowns, social distancing, travel restrictions and cancellation of large events
(Belitski et al., 2021). These countermeasures have resulted into worldwide permanent or
temporary shutdown of small and growing businesses (SGBs) especially in the second
quarter of 2020 (Fairlie and Fossen, 2021). This can be attributed to drastic drop in
demand which has resulted into cash flow shortages and inability to cover operational
costs (Fairlie 2020). As pointed out by Ratten (2020), the current pandemic disruptions
have necessitated a new way of thinking about how entrepreneurship and its enabling
environments (ecosystems) function in times of heightened uncertainty. While large
businesses may have the financial muscle to navigate through the pandemic, SGB often
lack resources and the technical knowhow leading to suspension or permanent cessation
of operations (Rebmann et al. 2013; Schrank et al. 2013). Thus, the ability of start-ups to
develop, survive and recover after crises is contingent upon the health of the underlying

entrepreneurial ecosystems-EEs (Spigel, 2017).

The global attention on the current pandemic and its economic consequences to various
sectors such as entrepreneurship, triggers a need for creation of more conducive
entrepreneurial environments “ecosystems” that support the birth and growth of
innovative ventures capable of surviving in the new reality (Ratten 2020).1senberg (2010)
coined a widely and generally accepted definition of entrepreneurial ecosystem as the
interconnected and coordinated system comprised of different entrepreneurial actors(such
as startups and other entrepreneurial supporting actors), infrastructures, and processes that
formally and informally connect, mediate, and govern the entrepreneurial performance

and development (Acs et al. 2017).

Vibrant EEs provide necessary resources such as finances, human capital, infrastructures,
and act as a platform for social networks (Jha, 2018). Thus, there exists a strong need for
creation of more fertile EEs that support development of innovative businesses capable
of withstanding major crises such as Covid-19 (Ratten 2020). However, the severity of

current pandemic socioeconomic shocks has not been felt by entrepreneurs alone, but also
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other different EE actors have experienced this adversity (Mason and Hruskova, 2021).
Firstly, support organizations such as incubators, accelerators have been forced to close
their operations due to financial difficulties faced by their clients. Secondly, finance
providers have grown reluctant to finance start-ups, rather they focus their resources on
already established ventures. Thirdly, social networks between EE actors that allow
entrepreneurs to learn, and grow have been undermined by the pandemic courtesy of the

counter measures (Kansheba and Wald, 2021).

To build a vibrant and healthy EE, there should be interconnectedness between
stakeholders whose engagement, collaboration and support actively build, mould, and
redefine such system (Bischoff and Volkmann 2018). The interactions between these
stakeholders in the forms of engagement, collaboration and support are vital for venture
formation and growth (Onyeje et al. 2020). Stakeholder engagement entails considering
and balancing stakeholders’ interests by involving them in business decision making
processes while stakeholder support and collaboration intend to reap the stakeholder
benefits and minimize potential harm to the firm (Bischoff et al. 2017). During crisis (e.g.,
in the current Covid-19), stakeholder involvement facilitates mutual crisis management
approaches (Ndlela, 2019). However, government countermeasures to contain the spread
of Covid-19 and its related economic consequences have left entrepreneurial ecosystems
and their stakeholders more vulnerable to the extent of endangering their quality and

performance.

Extant literature on how entrepreneurship behave during disruptive moments has by large
extent covered the management of crises such as financial crisis, natural disasters, and
other pandemics (Doern et al. 2019) with regional effects that solely exhibit features far
different from the new global pandemic with its peculiarity regarding the severity of
social-economic impacts. The unprecedented scope and scale of government measures on
the ongoing Covid-19 pandemic provide an opportunity for research to find answers to
the question of how EEs and their stakeholders can develop resilience to survive the
current and potential future crisis (Kuckertz et al. 2020; Ligouri and Winkler 2020).

The research on Covid-19 economic impacts on EEs has been largely dominated by
conceptual studies focusing on developed world (Ratten 2020; Kuckertz et al. 2020;
Maritz et al. 2020) while on developing and emerging world being under-researched. For
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instance, Ratten (2020) conceptually shed light on the effects of Covid-19 travel and
labour mobility restrictions on international businesses focusing on how the pandemic has
affected various EE entities in terms of stakeholder engagement. Basing on the identified
research gap and extending the conceptual work by Ratten (2020), this study intends to
empirically examine the extent to which the government pandemic countermeasures have
affected the perceived quality and performance of entrepreneurial ecosystems and the role
played by stakeholders™ support, engagement, and collaboration in repelling the
pandemic’s negative economic consequences in developing economies using Tanzania as

a context. We thereby seek to answer the following research:

(1) How do the government countermeasures in reaction to the Covid-19 pandemic affect
the perceived quality and performance of entrepreneurial ecosystems?

(2) Can entrepreneurial ecosystems™ stakeholders™ engagement, collaboration, and
support curb down the Covid-19 economic consequences on EEs perceived quality and

performance?

Our article contributes to three (3) folds. Firstly, we extend the discussion on how
entrepreneurship behaves during crises. Extant studies have largely focused on the effects
of the crises on start-ups™ performance (Doern et al. 2019). However, we argue that start-
ups” performance and survival during crises can be well understood by studying how their
underlying EEs have been as well affected by the crisis (pandemic) (Mason and Hruskova,
2021). Secondly, as EEs are contextual specific (Mujahid et al., 2019), we fill the
empirical gap on Covid-19 pandemic impacts on EEs in developing world using
Tanzanian entrepreneurial ecosystem as our context. Thirdly, we borrow from the
stakeholder theory (Moore, 1993; Freeman et al., 2010) to examine the role played by EE
stakeholders’ engagement, collaboration, and support (Bischoff and Volkmann 2018) in
protecting EEs during Covid-19.

The rest of the paper flows as follows. Section 2 provides the review of extant literature
on entrepreneurship during disruptive times, the concept of entrepreneurial ecosystem,
the effects of government Covid-19 countermeasures and EE-vulnerability to Covid-19
economic consequences, and the role played by EEs stakeholders. The review culminates
in a set of hypotheses. Section 3 presents the employed research methods while section 4
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presents the findings of the study followed by a discussion of the main findings in Section
5. The article ends with Section 6 that presents conclusions, implications, limitations as

well as suggestions of the areas for further research.
5.1. Literature review and Hypotheses development

5.1.1. Entrepreneurship during disruptive times

The occurrence of disruptive events has always been associated with unbridled
opportunities and challenges to entrepreneurs (Isenberg and Schultz 2020). Though some
events may be firm specific, for instance product failure, litigations, utilities loss (Herbane
2010), other events such as pandemics and financial crisis can interrupt the normal
functioning of most entrepreneurs (Williams et al. 2017). The repercussions of these
events are serious to entrepreneurs and start-ups as they are associated with the enormous
challenge of customer loss (Doern et al., 2019). Resilience can help ensure continuity
during disruptive times as it enables entrepreneurs to bounce back from hardships by
adapting to the new environment (Davoudi 2012). This involves the ability to react
spontaneously and quickly to disruptions by devising unconventional strategies of dealing
with them (Linneluecke 2017). Central to this is crisis management strategy which
involves altering business practices such as changing sales, distribution, marketing as well
as staffing strategies to cushion against shocks caused by disruptive events (Doern et al.
2019). Firms that utilize crisis management recover twice as quickly as opposed to those
which do not (Williams et al. 2017). However, resource constraints and weak markets
often impede small businesses to effectively employ crisis management strategies leading
to discontinuity (Corey and Deitch 2011).

The role of entrepreneurial ecosystem to promote business continuity during disruptive
events cannot be ignored (Maritz et al. 2020). However, this depends on the quality of the
ecosystem reflected by the presence of conducive culture, facilitating policies and
leadership, availability of dedicated finance, infrastructures and relevant human capital,
venture-friendly market for products and institutional and infrastructural support
(Isenberg 2011). Well-functioning and performing EE are evidenced by the presence of

large number of new start-ups joining early-stage entrepreneurial activities (Kansheba
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and Wald 2020), and innovative and high growth start-ups with longer survival rate
(Nicotra et al. 2018).

5.1.2 The effects of the government Covid-19 countermeasures on the
entrepreneurial

ecosystems

There has been increasing attention from the public, private, and civil society actors on
entrepreneurial activities that has resulted into popularity of the EE concept. Isenberg
(2010) referred to this concept as a combination of social, political, economic, and cultural
elements that holistically support the development and growth of innovative start-ups. It
involves collaboration between different elements, sectors and actors working together to
create a supportive environment for entrepreneurial development. This environment can
manifest in different levels including national, regional, or local (Kansheba and Wald,
2020).

Highly disruptive events, such as the outbreak of the Covid-19 pandemic, have brought
unprecedented levels of uncertainty in the market thus distorting the environment in
which entrepreneurs operate. Mason and Hruskova (2021) identified four (4) potential
ways in which Covid-19 counter measures could affect different EE elements. Firstly,
skyrocketing business failures due to lockdowns has significantly reduced entrepreneurial
intention by discouraging risk taking behaviour. Secondly, the support organizations such
as universities, accelerators, incubators, and technical service providers have suffered
losses resulting to permanent or temporary cessation of operations. Thirdly, finance
providers such as venture capitalists, angel investors have grown reluctant to invest in
start-ups instead they opt to support established business ventures. Fourthly, restrictions
on social gatherings have put a strain on the magnitude of social networking activities
between EE actors such as entrepreneurs and business leaders or mentors thus hindering
knowledge transfer. Adding to the fact that strictness of Covid-19 counter measures has

been unparallel around the world, we thus hypothesize that:

H1a: The stricter the government's countermeasures on Covid-19 are, the lesser

the EE-perceived quality.
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H1b: The stricter the government’s countermeasures on Covid-19 are, the more

the EE-perceived vulnerability to Covid-19 economic consequences.

Furthermore, EEs exposure (vulnerability) to Covid-19 economic consequences can
affect their quality by impeding the proper functioning of individual eco-factors. Access
to finance and support e.g. physical infrastructure are among crucial eco-factors to
sustainable EE (Isenberg, 2010) however their quality has been impaired during Covid-
19. An example can be sourced from the Australian EE which has been vulnerable to
economic consequences of the current pandemic (Maritz et al., 2020). Investors have
become reluctant to invest in or lend to start ups, market conditions have worsened due
to drastic drop in demand while access to physical infrastructure has been very limited.
Additionally, access to entrepreneurial education and technical services in the country has
been limited due to closure or scaling down of incubators’, universities’, and professional
& technical services operations (Donthu and Gustafsson, 2020). These problems have
therefore adversely affected the birth and growth of start-ups which define the quality of
a particular EE (Nicotra et al. 2018). We thus hypothesize that;

Hlc: The more the EE-perceived vulnerability to Covid-19 economic

consequences, the lesser the EE-perceived quality.

H1d: The more the EE-perceived vulnerability to Covid-19 economic
consequences, the lesser the EE-perceived performance.

5.1.3 The nexus between stakeholder theory dimensions and the EE quality and

performance

The functioning of EEs can be well understood through the interconnectedness between
entrepreneurial stakeholders and their importance in fostering entrepreneurial
development (Isenberg, 2010). The stakeholder theory defines stakeholders as all
individuals who can either affect or be affected by the business endeavours (Freeman et
al., 2010). The theory operates on the assumption that the interests, needs and opinions of
different stakeholder groups are unparallel. These disparities in stakeholders’ needs pose

a tremendous challenge to firms in balancing them and satisfying each group. Thus,
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alternatively firms are urged to pay very close attention to each stakeholder group to

continue reaping the benefits of their resources (Choi and Shepherd, 2005).

This is even more important during crisis as crisis management calls for constant
identification, management, and communication of risks to key stakeholders (Ndlela,
2019). However, the level of stakeholders’ involvement relies significantly on the risks
identified as well as the extent at which the proposed solutions affect them. Bischoff and
Volkmann (2018) identify three (3) ways in which EE stakeholders are interconnected to

foster EE functioning namely; stakeholders engagement, collaboration and support.
5.1.3.1 EE stakeholder engagement

Startups need to engage their stakeholders if they are to successfully create and sustain
value (Freeman et al. 2010). Stakeholder engagement refers to “practices that the
organization undertakes to involve stakeholders in a positive manner in organizational
activities” (Greenwood,2007, pg. 315). It pertains to involvement of internal and external
stakeholders by creating networks for knowledge and resources sharing with
entrepreneurs which eventually allow them to put into action innovative business
strategies (Shams et al. 2019). Stakeholder engagement entails involving key stakeholders
in firm’s decision making by establishing constructive dialogue and productive
communication with them to balance their interests and ultimately foster business
performance (Chandler and Werther 2014). Stakeholder engagement is vital during
disruptive times as they are usually dynamic depending on the prevailing conditions.
Thus, engaging various entrepreneurial stakeholders results into decisions aimed at
meeting their distinct interests (Jardine, 2008).We opine that not only stakeholder
engagement can improve the EE-quality but also it is paramount during disruptive times
as it enables sharing and exchanging key resources and information that can help in
designing and carrying out effective collective crisis management strategies. We therefore

postulate that:

H2a: The more the EE stakeholders™ engagement, the higher the EE-perceived
quality.
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H2b: The more the EE stakeholders™ engagement, the lesser the EE-perceived

vulnerability to Covid-19 economic consequences.
5.1.3.2 EE stakeholder collaboration

Stakeholder collaboration is a practice of creating new observers and new possible actions
together, in a mood of commitment to take care of the concerns of all stakeholders as best
as possible (Denning and Dunham 2010). It entails communicating, teaming up and
partnering with various stakeholder groups in the EE which helps create shared values
and collective understanding which fuel entrepreneurial development (Bischoff and
Volkmann 2018). These collaborations foster the flow of tangible resources as well as the
exchange of knowledge which leads to collective proactive decisions amid difficulties
(Bianchi and Noci, 1998). Sloan (2009) postulates that when engagement involves
collaboration with stakeholders rather than controlling them, more chances for
innovation, learning and business transformation are created. Successful crisis
management process is contingent upon firm’s ability to timely and appropriately
communicate and work with their stakeholders during different phases of crisis (Ndlela
2018). We postulate that strong stakeholder collaboration during disruptive times may
blanket EE from the adversity caused by COVID-19 countermeasure making it less

vulnerable. We thus hypothesize that:

H3a: The more the EE stakeholders™ engagement, the more the EE-stakeholder

collaboration.

H3b: The more the EE stakeholders™ collaboration, the higher the EE-perceived
quality.

H3c: The more the EE stakeholders™ collaboration, the lesser the EE-perceived

vulnerability to Covid-19 countermeasures’ economic consequences.
5.1.3.3 EE stakeholder support

Stakeholder theory posits that without the support of key stakeholder groups the firm has
no chance of survival (Freeman et al., 2010). Different stakeholders provide different

types of support that contribute to entrepreneurial success (Bischoff and VVolkmann 2018).
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Stakeholder support is crucial for a healthy EE by building trust among actors which
facilitates flow of resources that are mutually beneficial to all of them (Theodoraki et al.,
2017). Support can be sought from governments whose role is to monitor and guide
entrepreneurs by providing crucial information such as technical, market as well as setting
regulations, standards and taxation systems that promote entrepreneurial development
(Tehseen et al. 2019). On the other hand, financial institutions support entrepreneurs by
providing them with credit to curb cash flow problem which is rampant among small
entrepreneurs that helps them acquire fixed assets and boost working capital (Al-
Shammari et al. 2018). When disruptive events such as Covid-19 become severe,
entrepreneurial stakeholders (enablers) are stretched thin in terms of their support
capabilities which eventually impair the quality of EE and make it more vulnerable to
such disruptive events. We therefore opine that:

H4a: The more the EE stakeholders™ engagement, the more the EE stakeholders™ support.

H4b: The more the EE stakeholders™ collaboration, the more the EE stakeholders’

support.
H4c: The more the EE stakeholders™ support, the higher the EE-perceived quality.

H4d: The more the EE stakeholders™ support, the lesser the EE-perceived vulnerability
to

Covid-19 economic consequences.
5.2. Methods

5.2.1. Research setting

The hypotheses are tested using the sample of 237 stakeholders from the Tanzanian EE
including both entrepreneurs and non-entrepreneurs. The latter provide supporting
entrepreneurial activities and include employees, customers, suppliers, financial
institutions, government agencies, learning institutions, incubators, accelerators,
professional consultants, family members, and friends. Tanzania is well-suited as the
research context for two main reasons. Firstly, for the past five years, the country has
attained a remarkable economic growth of 6.4% geared by sound industrialization
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initiatives directed towards creating conducive environment for business and investment
(The World Bank 2020). Entrepreneurship is very important to the country’s economy
and accounts to one third of the country’s GDP and employing 20 percent of the labour
force (Galperin and Melyoki, 2018). Secondly, just like other countries in the region,
Tanzania also has had a fair share of challenges since the Covid-19 pandemic reached the

country’s shores in March 2020.

Consequently, the government started implementing counter measures from March 2020
which began with international air travel restrictions. These were followed by
cancellation of public events, and closure of schools and colleges. At the end of June,
schools and colleges started opening with mandatory social distancing measures in place
which were followed by lifting of air travel restrictions. However, unlike neighbouring
countries such as Kenya and Uganda, Tanzania adopted a no-lockdown strategy which
may have helped cushion EE against adversity caused by Covid-19 government counter
measures. Choices of crisis management strategies by EE actors during disruptive

moments have subsequent implications on the functioning of the ecosystem.
5.2.2 Sample and data collection

For the Tanzanian economy, about 76% of the workforce not engaged in agriculture
works in the informal sector (Galperin and Melyoki, 2018). This makes it extremely
difficult to establish the exact population of EE stakeholders particularly start-ups as most
are not officially registered. Thus, the use of random sampling technique using databases
of registered companies was not possible. Therefore, we employed a convenient sampling
approach. Data from 237 different EE stakeholders were collected between September
and November 2020.To ensure our sample is representative enough the data collection
covered major four municipals of the Dar Es Salaam which is a metropolitan city and
main business hub in Tanzania (Liguori et al. 2019; Mensah et al. 2019). To encourage a
high response rate, respondents were given crucial insights about the study and nature of
the information needed from them. This was done by revealing the purpose of the study,
risk, and benefits of participation as well as the fact that information given will be treated

with high confidentiality and for scholarly purpose only.
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Following Mensah et al. (2019), we administer the survey for data collection in two
stages. The first stage (September-2020) of data collection intended to solicit information
regarding the stakeholders™ perception on the quality of entrepreneurial ecosystem (EE),
EE stakeholder engagement, collaboration, and support during the Covid-19 pandemic.
Total of 450 questionnaires were distributed to different EE stakeholders whereby 384
(85.3%) questionnaires were retrieved. After preliminary data cleaning, 41 questionnaires
(respondents) were eliminated due to incompleteness (unfilled or partially filled
questionnaires) and straight-lining problem where respondents provide similar answers
to ten or more consecutive items including items from other different multiple-item
constructs (Shneor and Munim 2019). Thus, the second phase (November-2020) of data
collection involved only those respondents who fully cooperated and adequately
responded to our survey in the first phase. Accordingly, 343 questionnaires were
administered soliciting information regarding the effects of government countermeasures,
EE vulnerability to the Covid-19 economic consequences, and the EE performance during
the pandemic. In this stage 292 of them were retrieved after a month. We further
performed data sorting and cleaning processes, and only 237 questionnaires (52.7%) were

retained for subsequent data analyses.
5.2.3. Constructs” measurement development and assessment

The latent constructs have been measured with multiple measurement items developed
from prior studies (Nicotra et al. 2018; Liguori et al. 2019; Ratten 2020) and slightly
conceptually adjusted to fit the studied context. Different 5-point likert scale measures
were used as they are deemed most suitable in capturing respondents’ perception
(Campbell et al. 2004). Original data was first subjected to the exploratory factor analysis
(EFA) that led to elimination of some of items that did not load sufficiently to respective
constructs. The retained items had significant factor loadings of 0.7 (or closely to 0.7) and
above (Podsakoff et al. 2003). However, to avoid extreme data reduction two items with
factor loading below 0.7 were retained for practical purposes as they hover above 0.5 cut-
off (Hair et al. 2006).

Perceived entrepreneurial ecosystem performance during Covid-19 pandemic
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Nicotra et al. (2018) refers to eco-outputs as performance indicators of a vibrant
entrepreneurial ecosystem. Moreover, Kansheba (2020) posit further that a well
performing entrepreneurial ecosystem is that which foster productive entrepreneurship.
Thus, we used 5 measurement items (e.g. the rate of new startups joining early-stage
entrepreneurial activities, the rate of high-growth startups) in a 5 points likert scale (1=
very low to 5=very high) to measure EE stakeholders™ perceptions regarding the extent

of EE performance during the pandemic. Other items are presented in Table 1.

Perceived entrepreneurial ecosystem quality during Covid-19 pandemic

We followed Isenberg (2010) EE framework to measure the quality of the EE. We
customized the elements (eco-factors) provided within the framework (e.g. access to
finance, market availability) to measure the extent of EE quality during the pandemic in
5 points (1=very low to 5= very high) likert scale (Ratten, 2020). The full list of items is

shown in Table 1.
Government Covid-19 measures effect on entrepreneurial ecosystem

We followed Maritz et al. (2020) to measure the effect of government pandemic
containment measures on the quality and functioning of the EE. Thus, we used two
measurement items (containment measures) namely travel restrictions and social
distancing and closure of social events (Ratten, 2020) in 5 points (1=very low to 5= very
high) likert scale. As pointed early, these were mainly countermeasures applied in

Tanzania.
Entrepreneurial ecosystem vulnerability to Covid-19 economic consequences.

EE became vulnerable ever since the Covid-19 outbreak. Thus, in 5 points (1=very low
to 5= very high), we used two statements to capture stakeholders’ perceptions on the
extent that the pandemic has affected the functioning (Kuckertz, 2020) and quality
(Ligouri and Winkler, 2020) of the EE.

EE stakeholders™ engagement, collaboration, and support during Covid-19 pandemic
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We adapted Bischoff and Volkamann (2018) framework for stakeholders™ role in
enhancing EE sustainability. They argue that EE (actors’) stakeholders™ engagement,
collaboration, and support play a crucial role in ensuring the effective functioning of the
ecosystem. Thus, we used 5 points (1=very low to 5=very high) likert scale to measure
the three constructs in the pandemic context. Three items were used for stakeholders
collaboration (e.g information sharing, interaction, and networking) (Denning and
Dunham, 2010). Five items were used for stakeholders™ support (e.g support from
financial providers, customers, employees) (Tehseen, 2019; Al-Shammari et al. 2018).
Five items were also used for stakeholders™ engagement (e.g. extent that entrepreneurs
and startups involve and work with financial providers, business partners, government
agents) (Shams, 2019). Table 5.1 provides for constructs’ measurement items, their
reliability, and sources.

Table 5.1: Summary of construct measurement (operationalization) and reliability

results

Constructs and Measurement Items Loadings Remarks

Entrepreneurial Ecosystems Performance (EEP) during
COVID-19 pandemic

(Nicotra et al. 2018; Kansheba 2020)
CA=0.906 CR= 0.88 AVE=0.606

The rate of new startups joining early-stage

EEPL entrepreneurial activities 0.85%**
EEP2 The rate of high growth startups 0.83***
EEP3 The rate of innovation of startups 0.70***
EEP4 The survival rate of startups 0.80***
EEP5 The level of productive entrepreneurship 0.70***

Entrepreneurial Ecosystem Quality (EEQ) during COVID-19
pandemic
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(Isenberg 2010; Ratten, 2020; Maritz et al. 2020)

CA=0.728 CR= 0.74 AVE=0.490

EEQ1  Access to financial resources

EEQ2 Presence of entrepreneurship supporting culture
EEQ3  Availability of Market

EEQ4  Government support eg good policies and programs

EEQS5 The level of knowledge creation and transfer eg

availability of universities and R & D centres
Entrepreneurial Ecosystem Stakeholder Collaboration
(EESC) during COVID-19 pandemic

( Denning & Dunham 2010; Ndlela,

2018;Bischoff&Volkamann, 2018; Maritz et al. 2020)

CA= 0.931 CR=0.93 AVE=0.82

EESC1 The extent of key information sharing among EE

stakeholders

EESC? The extent of interaction and networking among EE
stakeholders

EESC3 The extent of partnering among EE stakeholders

Entrepreneurial Ecosystem Stakeholder Support (EESS)
during COVID-19 pandemic

( Tehseen, 2019; Al-Shammari et al. 2018; Bischoff et al. 2017
)

CA= 0.761 CR= 0.76 AVE= 0518
EESS1 tSeL:ansort from financial providers eg. Good financial

EESS2  Support from customers and other business partners

support from other EE stakeholders eg universities,
EESS3

government agents, and accelerators

EESSA Suppo_rt from the community eg. family members
and friends

Support from talented and innovative employees

EESSS (human capital)
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0.68*

0.72***

0.69***

0.43 Removed

04 Removed

0.86%**

0.94%**

0.92%**

0.70***

0.75***

0.46 Removed

0.71***

0.39 Removed



Entrepreneurial Ecosystem Stakeholder Engagement (EESE)
during COVID-19 pandemic

(Shams, 2019; Chandler & Werther, 2014; Bischoff &
Volkmann, 2018)

CA= 0.726 CR=0.77 AVE=0.524

The extent that entrepreneurs and startups involve
EESE1 e . . e -
and work with financial providers in daily operations
The extent that entrepreneurs and startups involve
EESE2 and work with their business partners such as
customers and suppliers in their daily operations

The extent that entrepreneurs and startups involve
EESE3 and work with government agents in their daily
operations

The extent that entrepreneurs and startups involve
and work with other entrepreneurial enablers such as

EESE4 . _
incubators, accelerators, large companies,
professionals

EESES The extent that entrepreneurs and startups involve

and work with community in daily operations

The effect of Government COVID-19 measures on EE (GCM)

(Ratten, 2020; Maritz et al. 2020)

CA= 070 CR= 0.738 AVE=0.579

The effect of travel restrictions on the quality and

GCM1 functioning of EE

The effect of social distancing and closure of social

GCM2 events on the quality and functioning of EE

Entrepreneurial Ecosystem Vulnerability to COVID-
19economic consequences

(Kuckertz et al. 2020; Ligouri and Winkler 2020; Ratten, 2020)
CA= 070 CR= 0.76 AVE=0.631
EEVC  The extent that COVID-19 has affected the

1 functioning of the EE

113

0.73%**

0.74***

0.44

0.37

0.70***

0.59*

0.90**

0.53*

Removed

Removed

The item is
retained for
practical
purpose as it
hovers around
.5 cut-off
(Hair et al.,
2006)

The item is
retained for



practical
purpose as it
hovers around
.5 cut-off
(Hair et al.,
2006)

EEVC  The Extent that COVID-19 has weakened the quality

*Kk*
2 of the EE 0.99

CFA Model fit indices: Chi-square= 289.74, df= 168, CFI= 0.925, TLI= 0.907, RMSEA= 0.057, SRMR= 0.071. CA
stands for Cronbach Alpha, CR stands for Composite Reliability, and AVE stands for Average Variance Extracted. In
parentheses are standard errors. *, **, and *** = Statistical Significance at 10%, 5%, and 1% respectively.

5.2.4. Non-response and common method biases check

Data collection through surveys is normally accompanied with non-response bias
problem. Thus, we checked for such a problem by performing a wave analysis following
Shneor and Munim (2019). To perform this analysis, we divided our sample into two sub-
samples of the first 118 respondents and last 118 respondents. Thereafter, mean
differences of selected demographic variables were tested and no statistically significant
mean difference among the sub-samples was reported as shown in Table 5.2. This

confirms the absence of severe non-response bias in our studied sample.

Table 5.2: Non-response bias test: Mean comparison between two (first 119 responses

and
last 118 responses) sub-samples
Variable Test value df p-value
Gender Chi= 2.256 1 0.133
Age F= 0.413 1 0.521
Education F= 0.283 1 0.595
EE stakeholders™ type F= 0.027 1 0.641
Experience F= 0.215 1 0.526
Sector F= 0.034 1 0.854
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We further checked for common method bias by using Herman's single factor and
common latent factor tests and their recommended cut-off points (Conway and Lance's
2010). The created single factor explains about 13% of the variation being clearly below
the threshold of 50%. Additionally, a common latent factor was performed for further
confirmation. This was done by adding a common latent factor in the original
confirmatory factor analysis model. The common latent factor was found to be
uncorrelated with other latent factors and fixed equal factor loading of all measurement
items of the common factor. The value of equal factor loading (0.003) suggests that the
common factor explained about 0.0009% of the variance which is below the
recommended threshold of 50%, thus confirms the absence of common method bias
problem (Riecardo et al. 2019).

5.2.5. Convergent and discriminant validity check

The data also met the convergent and discriminant validity criteria. Convergent validity
was evidenced by all constructs having reliability (Cronbach alpha and composite
reliabilities) values of 0.7 and above and the average variance extracted (AVE) for most
constructs exceeded the cut-off point of 0.5 (Hu and Bentler 1999) except for one
construct which had the AVE of 0.49 close to 0.5(Conway and Lance's 2010). The AVE
were greater that the squared correlation between the latent constructs that confirms the
discriminant validity (Hair et al. 2010). We further performed the confirmatory factor
analysis (CFA) suggested that revealed factors match with our prior conceptualization.

Table 5.3 provides for the discriminant validity results.

Table 3: Discriminant Validity results

EP EEQ EESC EESS EESE GCM EEVC
EEP 1

EEQ 0.002 1

EESC 0.018 0.052 1

EESS 0.06 0.101 0.013 1

EESE 0.136 0.321 0.095 0.198 1

GCM 0.054 0.058 0.017 0.327 0.059 1

EEVC 0.000 0.000 0.002 0.083 0.012 0.011 1
AVE 0.606 0.490 0.823 0.518 0.524 0.579 0.631
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5.2.6. Model goodness-of-fit check

We further examined and confirmed the model goodness-of-fit using commonly and
widely accepted fit indices from Confirmatory Factor Analysis (CFA) and Structural
Equation Model (SEM). The ratio of chi-square (289.74) and degree of freedom (168) of
1.72 are less than the recommended cut-off of 3 (Rosseel, 2012). Also, the other model
goodness-of-fit indices met the recommended thresholds. The Comparative Fit Index
(CF1) of 0.925 and Tucker-Lewis Index (TLI) of 0.907 are all close to cut-off point of 1.0
(Hair et al. 2010). The Root Mean Square Error of Approximation index (RMSEA) of
0.057 and the Standardized Root Mean Square Residual index (SRMR) of 0.071 are all
below the threshold of 0.08(Shneor and Munim 2019). Furthermore, the results from the
main SEM, show that the R-square of the latent outcome constructs explains 49% of the
variation of EE-performance, 13% of the variation of EE-quality and EE vulnerability to
Covid-19 countermeasures respectively, 24% of the variation of EE-stakeholder support,

and 18% of the variation of EE-stakeholder collaboration.
5.2.7. Descriptive statistics and correlation results

Table 5.4 presents the descriptive statistics for the sample of 237 responses. The sample
comprised of 52% of females and 48% of males. In terms of age, most of respondents had
the age below 31 years (43%) followed by those with age ranging between 31 years to 45
years (42%) where few had the age of 46 years and above (15%). The majority had basic
education level (61%) where 39% had higher education. In terms of experience with
entrepreneurial activities majority had an experience between 6 years to 10 years (68%).
In terms of type of stakeholder, about 48% were entrepreneurs (start-ups) and 52% were
stakeholders other than entrepreneurs. The other stakeholders are those that support
entrepreneurial processes and activities including employees, customers, suppliers,
financial institutions, government agents, learning institutions, incubators, accelerators,

professional consultants, and community.

Table 5.4: Descriptive statistics

% of
Variables Obs total Mean SD Min Max
Obs
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General characteristics of the
respondents

Gender

Female

Male

Age

Below 31 yrs

31yrs-45yrs

46yrs and above

Education

Basic Education

Higher Education
Experience

Below 6 yrs

6yrs-10yrs

10yrs and above
Entrepreneurial Ecosystem
Stakeholders
Entrepreneurs

Other stakeholders

Sectors

Local and retail trade
International trade
Services

Manufacturing

Constructs
Entrepreneurial Ecosystem

Performance (EEP)
Entrepreneurial Ecosystem Quality

(EEQ)
EE Stakeholder Collaboration

EE Stakeholder Support

EE Stakeholder Engagement

EE Vulnerability to COVID-19
(COVID-19 Impact to EEQ) (EEVC)
Government COVID-19 Measures
(GCM)

123
114

102
100
35

144
93

34
161
42

113
124

31
14
48
20

237

237

237
237
237

237

237

0.52
0.48

0.43
0.42
0.15

0.61
0.39

0.14
0.68
0.18

0.48
0.52

0.42
0.19
0.24
0.15

0.481

1.717

0.392

2.422

0.477

2.236

2.763

3.318

3.273
2.127
3.034

4.450

4.154

0.501

0.707

0.489

0.943

0.501

0.984

1.493

2.174

1.979
1.255
1.977

2.539

2.054

e e

(6] o1 o1~ Ol
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Regarding to measured constructs, the results from Table 5.4 further show that during
corona pandemic there was an average EE- performance, EE- quality, EE-stakeholder
collaboration, and EE-stakeholder engagement, respectively while EE-stakeholder
support reported to be low. Furthermore, the findings show that the corona pandemic and
subsequent government measures have high negative impact on entrepreneurial
ecosystem. Results in Table 5.5 confirm lack of serious multicollinearity problem
(correlations being below 0.7) among studied constructs (Hair et al. 2010; Kansheba
2020).

Table 5.5. Correlation results among constructs

EEP EEQ EESC EESS EESE GCM EEVC
EEP 1
EEQ 0.05 1
EESC -0.133  -0.229 1
EESS 0.246 0318 -0.114 1
EESE 0.368 0567  -0.308 0.445 1
GCM 0.233 024  -0.132 0.572 0.243 1
EEVC -0.006 -0.016 0.046 0.288 0.11 0.106 1
5.3. Results

5.3.1. Model estimations

Table 5.6 presents structural equation modelling estimation results for the tested four
hypotheses. Our findings support the Hla and H1b (p<0.05) which postulated that the
perceived effects of the government countermeasures (GCM) negatively associate with
the EE-perceived quality(Hla) and positively associates with the EE-perceived
vulnerability to Covid-19 economic consequences (H1b). We further find support for H1c
(p<0.05) which hypothesized that the EE-perceived vulnerability to Covid-19 economic
consequences negatively associates with the EE-perceived quality. The results also
support H1d (p<0.1) which postulated that the EE-perceived vulnerability to Covid-19
economic consequences negatively associates with the EE-perceived performance. We

further postulated that EE-stakeholder engagement is positively associated with the EE-
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perceived quality (H2a) and negatively associated with the EE-perceived vulnerability to
Covid-19 economic consequences (H2b). The findings supportH2a (p<0.05) and do not
support H2b.

Table 5.6: SEM estimation results

EEQ EEVC EESS EESC EEP
Estimate Estimate Estimate Estimate Estimate
0.463**
EEQ (0.191)
-0.1504* -0.107
EEVC (0.077) (0.158)
EESE 0.174** 0.087 0.217* 0.388**
(0.067) (0.163) (0.126) (0.139)
0.131** -0.0581* 0.336**
EESC 0.026) (0.032) (0.152)
0.039 0.196
EESS (0.077) (0.28)
-0.369** 0.201**
GCM (0.097) (0.043)
. 0.089
Gender Dummy: Male (0.078)
. 0.211
Age Dummy 1: 31 yrs to 45 yrs (0.222)
. 0.47
Age Dummy 2: 46 yrs and above (0.332)
Education Dummy: Higher Education -0.292*
' (0.158)
) 0.535**
Stakeholder Dummy: Entrepreneurs (startups) (0.269)
. ) 0.334**
Experience Dummy 1: 6 yrs to 10 yrs (0.157)
. i 0.447**
Experience Dummy 2: Above 10 yrs (0.224)
) A -1 . 5x**
Sector Dummy 1: Service (0.212)
. . -1.42%**
Sector Dummy 2: International trade (0.169)
] . -0.939**
Sector Dummy 3: Manufacturing (0.292)

Model fit: Chi-square = 638.034, df = 355, CFI=0.896, TLI=0.871, RMSEA= 0.08, SRMR= 0.79. Observations=
237. In parentheses are standard errors. *, **, and *** = Statistical Significance at 10%, 5%, and 1% respectively

The results further support H3a and H3b (p<0.05) positing that EE stakeholder
collaboration is positively associated with EE stakeholder engagement (H3a) and the EE-
perceived quality (H3b) respectively. Moreover, we find support for H3c (p<0.1)
regarding the negative association between EE stakeholder collaboration and the EE-
perceived vulnerability to Covid-19 economic consequences. We posited in H4 that EE

stakeholder support is positively associated with stakeholder engagement (H4a),
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stakeholder collaboration (H4b) and the EE-perceived quality (H4c) while negatively
associated with the EE-perceived vulnerability to Covid-19 economic consequences
(H4d). The results in Table 5.6 support H4a (p<0.1) and H4b (p<0.05). Figure 5.1 below
summarizes the SEM estimation results.

.217* -0.022**

Controls

Gender: Male 0.179
Age: 31 yrs-45yrs 0.212
Age: 46 yrs+ 0.470
Edu: Higher Edu -0.292*
Stakeholder: Entrepreneurs 0.535**
Experience: 6 -10yrs 0.334**
Experience: 10 yrs+ 0.447**
Sector Dummy: Service -1.50***
Sector Dummy: I. Trade -1.42%**
Sector Dummy: Manufacturing -0.94**

Model fit: Chi-square = 638.034, df = 355, CFI= 0.896, TLI= 0.871, RMSEA= 0.08, SRMR= 0.79. Observations=
237. In parentheses are standard errors. *, **, and *** = Statistical Significance at 10%, 5%, and 1% respectively.

Figure 5.1: SEM model results
5.4. Discussion

The current Covid-19 pandemic has led to new sets of challenges (and opportunities) for
entrepreneurship. The pandemic predicaments have forced both entrepreneurs (startups)
and other entrepreneurial stakeholders to halt their operations (Fairlie 2020) permanently
or temporarily. Our study examines the economic adversity caused by Covid-19

government countermeasures on the EE-perceived quality, performance as well as the
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protective role of stakeholder engagement, support, and collaboration. Our findings
indicate that pandemic shocks caused by the strictness of countermeasures makes the EE
become more vulnerable and adversely affects its quality and performance. The more
government countermeasures get stricter, the more EE-functioning gets impeded which
consequently led to a negative spill-over effect to entire entrepreneurial processes (Ratten,
2020).

Though our findings are based in an emerging economy, they can also be exemplified by
the ongoing situation in developed economies where the Covid-19 countermeasures have
been immensely applied. For instance, Australia experienced severe disruptions in EES
activities following imposition of lockdowns and social distancing measures in its major
cities (Maritz et al., 2020). This involved scaling down and permanent or temporary
closure of EE actors’ operations all of which act as support structures for sustainable EE
(Brown et al. 2020). Furthermore, the spill-over effects from deteriorating EE quality
leads to a significant reduction in the provision of both tangible and intangible resources
to entrepreneurs and their related startups which hinder their growth (Maritz et al., 2020).
Similar effects could be observed in Germany whose strict lockdown rules caused limited
access to physical infrastructure, technical services and finance, closure of universities

and incubators which severely affected start-ups’ operations (Kuckertz et al., 2020)

We consider the role of stakeholder collaboration, engagement, and support (Bischoff and
Volkmann, 2018) in protecting EEs during Covid-19 to be the main finding of this study.
In alignment with crisis management concept that advocates for stakeholders’
involvement (Ndlela, 2019), our findings show that higher magnitude of stakeholder
engagement and collaboration improves EE quality which makes EEs less vulnerable to
shocks from pandemic counter measures. However, we did not find much statistical
evidence for the role of stakeholders™ support as previously postulated. This is associated
with the fact that stakeholders’ supports have been largely undermined by pandemic’s
containment measures such as social distancing measures that prohibit face-to-face

activities as well as financial difficulties faced by stakeholders (Kopsel et al., 2021).

We further show that stakeholder engagement significantly influences stakeholder
collaboration which supports Sloan (2009) who stresses the relevancy of stakeholder

engagement and collaboration in fostering innovation and business development. Our
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results stress the profundity of adopting a stakeholder-based approach during crises to
efficiently contain adversity to EEs consistent with stakeholder theory and crisis
management concept (Alpaslan et al. 2009). During crisis it is vital for entrepreneurial
firms to seek support, collaborate and engage their key stakeholder in a search of coherent

and mutual solutions (Raupp, 2011).
5.5. Conclusion, implications, and future research

5.5.1. Conclusion

The current Covid-19 pandemic has brought unprecedented levels of uncertainties to the
environment that supports entrepreneurial activities. This has been attributed to the
government counter measures imposed to contain the spread of the virus which include
lock downs, social distancing, travel bans and cancellation of public events. Start-ups as
well as other EE stakeholders have suffered immensely from the adversity brought by
these counter measures. Our study sheds light on the current Covid-19 pandemic and its
consequences on EE functioning. So far, there are very few (predominately conceptual)
studies that have examined how this phenomenon has impacted EE. Our study adds to
previous literature by empirically examining the economic consequences caused by
government countermeasures on the perceived quality, performance, and vulnerability of
EEs. We further document the protective role of stakeholders’ engagement, collaboration,

and support during the crisis.
5.5.2. Theoretical implications

The current study firstly extends the EE literature particularly by documenting how EEs
behave during crisis. Moreover, our study contributes to stakeholder theory and crisis
management literature (Freeman et al., 2010) by examining the enormity of stakeholders’
involvement in EE functioning in the context of the current Covid-19 pandemic. Dwelling
on Bischoff and Volkmann (2018) conceptualization, we show how stakeholders’
engagement, collaboration, and support can protect EEs during major crises and yield to
their sustainability. During crisis entrepreneurs and their related start-ups need easy and

fast access to critical resources. This can be largely facilitated by vibrant EEs
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characterised by healthy engagement, collaboration, and support from variety of
actors/stakeholders (Ratten, 2020).

5.5.3. Practical implications

Policymakers at the national level need to acknowledge that the government
countermeasures adversely affect EE functioning and concurrently increase its
vulnerability. Upon deciding on countermeasures, governments should also consider
mechanisms to blanket EEs from this adversity. Governments have to step in and give
direction by devising recovery plans for entrepreneurs and other stakeholders. These
plans should not only be focused on providing short-term relief to entrepreneurs but also
there should be long term-oriented plans to ensure growth (Kuckertz et al. 2020).
Moreover, policies for protecting EE from adversity brought by disruptive events can be
developed focusing on stakeholders’ engagement, collaboration, and support, which are

the cornerstones of EE functioning (Bischoff et al. 2017).

Our results show that stakeholders’ support is undermined during Covid-19. This calls
for initiatives and efforts towards improving stakeholders’ support during major health
crises by emphasizing the incorporation of technology such as online meetings that can
stand as a substitute for face-to-face interactions between stakeholders. Government
support schemes such as stimulus packages should strongly consider the multiplicity of
EE actors rather than targeting entrepreneurs and their related startups only. Policies and
assistances that largely target businesses (and less of other supporting actors) may be

futile as start-ups’ survival is highly dependent on resources supplied by EE stakeholders.
5.5.4. Limitation and future research

Our study examined the Covid-19 economic consequences on the EE by exploring
stakeholders™ perceptions from a single ecosystem. Future research (for more nuance
generalization purpose) may benefit by exploring the phenomenon from multiple
ecosystems. Moreover, further studies may explore how different stakeholders’ roles e.g.,
government’s ability to provide stimulus packages such as relaxed tax rules, lending and

repayment rules affect EE quality and performance during the crisis.
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Appendices

Appendix 1: Summary of tested hypotheses

Hypothesis Relationship Remarks
Hla EEQ ~ GCM Confirmed
H1lb EEVC ~ GCM Confirmed
Hilc EEQ ~ EEVC Confirmed
H1d EEP ~EEVC Confirmed
H2a EEQ ~ EESE Confirmed
H2b EEVC ~ EESE Rejected
H3a EESC ~ EESE Confirmed
H3b EEQ ~ EESC Confirmed
H3c EEVC ~ EESC Confirmed
H4a EESS ~ EESE Confirmed
H4b EESS ~ EESC Confirmed
H4c EEQ ~ EESS Rejected
H4d EEVC ~ EESS Rejected
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Chapter Six

Conclusion

The goal of this dissertation was to contribute to the elucidation of the four outlined
research objectives to expand current understanding about the entrepreneurial ecosystem
(EE) phenomenon. Research paper 1 adds to the fragmented EE literature by offering a
comprehensive and systematic literature review that connects current knowledge and
identifies prospective and novel directions for future research. The paper provides a
synthesis of theoretical and conceptual foundations of the EE concept. Moreover, it
revisits the fundamental definition and the application of the concept and extends the
extant conceptual framework of the phenomenon. It is worth mentioning that the findings
from the research paper 1 opened empirical gaps for subsequent research papers contained

in this dissertation.

Research papers 2 and 3 sought to fill the empirical gap spotted in research paper 1. One
among the key findings in paper 1 is that the extant EE theorizing and conceptualization
still suffer insufficient empirical validations. To that end second and third papers aimed
at empirically testing the applicability of the EE measurement framework developed by
Nicotra et al. (2018). The Nicotra et al. (2018) framework suggests a direct causal
relationship between eco-factors and eco-outputs of the entrepreneurial ecosystems.
Therefore, these papers extended the current EE framework by arguing and testing for the
mediation role of innovations (paper 2) and entrepreneurial attitude (paper 3). The
findings from two studies show that vibrant EEs are good habitats for innovative
entrepreneurs and nurture entrepreneurial attitudes by supplying necessary tangible (e.g.
financial capital and supporting infrastructures) and intangible resources (e.g. appropriate
knowledge and skills, motivation, and networking). Improved (product and service)
innovations and entrepreneurial attitude in turn yield to EE outputs (productive

entrepreneurship) in terms of early-stage and high-growth activities.

The research paper 4 sought to explore how the current Covid-19 pandemic affects the
EE functioning in terms of its quality and performance. Furthermore, the stakeholder

theory perspective was employed to explore how EE stakeholders® engagement,
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collaboration, and support protect EE quality and performance during the pandemic. The
paper argues that the government pandemic containment countermeasures made EE more
vulnerable to negative economic consequences which in turn hamper the EE in term of

quality and performance.
6.1. Implications for research

This doctoral thesis contributes to the body of knowledge by initially synthesizing extant
literature on EE research. According to Isenberg (2010) the EE concept is still in its
infancy stage which calls upon a need for extant literature integration for a wider and
granular understanding of the phenomenon. Thus, in the research paper 1, the definition
and the extant EE framework were rethought and extended. For instance, while prior
studies (e.g., Cohen, 2006; Spingel, 2017) viewed the EEs in terms local (geographical)
boundaries, research paper 1 argue for the diminishing role of local/geographical
boundaries in defining the EEs. This is attributed to the role playing by the globalization
in overall entrepreneurial processes, for example putting the role of crowdfunding (Velt
et al., 2018) and crowdsourcing (Maroufkhani et al., 2018) into context. Moreover, the
research paper 1 lays foundation for future research by identifying various avenues with

research potentials.

Thus, the proceeding studies sought to not only extend the theoretical debate on EE
research but also fill the empirical gaps. To that end, the research paper 2 aims at
examining the potential mediation effects of innovations on the causal relationship
between eco-factors of entrepreneurial ecosystems and productive entrepreneurship.
Several extant studies (e.g., Maroufkhani et al., 2018; Mack & Mayer, 2015; Isenberg,
2010) on entrepreneurial ecosystem research focus on identifying relevant supporting
elements for successful and vibrant entrepreneurial ecosystems. However, less has been
done to provide empirical evidence of the causal relationship between eco-factors and
eco-output of entrepreneurial ecosystems. Therefore, research paper 2 fills the theoretical
and empirical gap by extending the existing conceptual model on eco-factors and eco-
output of entrepreneurial ecosystem proposed by Nicotra et al. (2018) by providing

statistical evidence on the mediating role played by innovations.
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Moreover, few recent studies (e.g., Corrente et al., 2019 and Kansheba, 2020) that tested
the existing EE framework provide conflicting conclusions which call for more inquiry
on other logics that improve the explanation of the role of EEs in fostering
entrepreneurship growth and development. To that end, research paper 3 argues for and
provides empirical support for the mediating role of entrepreneurial attitude on the
relationship between EE quality and productive entrepreneurship in terms of early-stage
and high growth activities. As provided by Audretsch et al. (2019), vivacious
entrepreneurial ecosystems provide key and necessary entrepreneurial tangible and
intangible resources. These resources are crucial in building the entrepreneurial attitude
and morale of nascent entrepreneurs not only during entry point in entrepreneurial

activities but also during scale up (Kansheba & Wald, 2021).

Finally, the research paper 4 extends the EE literature particularly by documenting how
EEs behave during crisis. Moreover, the study contributes to stakeholder theory and crisis
management literature (Freeman et al., 2010) by examining the enormity of stakeholders’
involvement in EE functioning in the context of the current Covid-19 pandemic. Dwelling
on Bischoff and Volkmann (2018) conceptualization, the study shows how stakeholders
engagement, collaboration, and support can protect EEs during major crises and yield to
their sustainability. During crisis entrepreneurs and their related start-ups need easy and
fast access to critical resources. This can be largely facilitated by vibrant EEs
characterised by healthy engagement, collaboration, and support from variety of
actors/stakeholders (Ratten, 2020).

6.2 Practical implications

The importance of the research for practice should also be highlighted. As a result, in
addition to the theoretical/research implications outlined above, the findings at hand can
yield a plethora of practical consequences that can provide significant insights for

policymakers and practitioners (EE actors/players). These are summarized below.

Research paper 1 presents a systematically refined framework in which various actors,
eco-factors, eco-outputs, and eco-outcomes of the EE are discussed. This is crucial
particularly when designing different policies and programs aimed at fostering EE

functioning. The paper discusses the roles and the interplay of various EE elements and
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actors that holistically brings about EE vibrance. As pointed out by Maroufkhani et al.
(2018), these collaboration and interaction interfaces amongst the EE’s stakeholders and
other elements are paramount for policymakers and local decision-makers during
designing of the EEs. Moreover, the research paper 1 stress on the entrepreneurs/startups
centric view which should be also considered during designing of the policies and

programs that aim at steering entrepreneurial processes.

Research paper 2 informs about the role played by the entrepreneurial ecosystems and
what they can offer to their players especially entrepreneurs and their related ventures.
The findings imply that entrepreneurs (startups) can garner various necessary resources
within their EEs to support their innovations and performance. These resources such as
government supports (e.g. customized entrepreneurial programmes and infrastructures);
knowledge capital in terms of research and development activities as well internal market
dynamics. In addition, the findings inform the policymakers and practitioners that
designed policies and programmes fostering quality of entrepreneurial environments
(ecosystems) and entrepreneurship must be more customized focusing on improving the

innovative capacity of entrepreneurs and their related startups.

Research paper 3 informs policymakers that policies and programs targeted towards
fostering EEs need to inculcate entrepreneurial traits to join and scale-up entrepreneurial
activities. It also sheds light to nascent entrepreneurs (business owners) and managers of
entrepreneurial ventures to leverage on the resource richness of their EEs in shaping their
entrepreneurial behaviours and initiatives which ultimately results in gaining competitive
advantage and improved performance. Moreover, the significant influence of EE quality
on entrepreneurial attitude implies a need for entrepreneurship education and training
decision makers to appreciate the role of EEs in shaping entrepreneurial personality traits.
EEs dynamics and how they affect entrepreneurial traits such as attitude can be taught

and strengthened.

Research paper 4 calls for a need to policymakers to acknowledge that the government
countermeasures adversely affect EE functioning and concurrently increase its
vulnerability. Upon deciding on countermeasures, governments should also consider
mechanisms to blanket EEs from this adversity. Governments have to step in and give

direction by devising recovery plans for entrepreneurs and other stakeholders. These
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plans should not only be focused on providing short-term relief to entrepreneurs but also
there should be long term-oriented plans to ensure growth. Moreover, policies for
protecting EE from adversity brought by disruptive events can be developed focusing on
stakeholders’ engagement, collaboration, and support, which are the cornerstones of EE

functioning.
6.3 Future research

As pointed out in research paper 2, entrepreneurial ecosystems are good habitat for
innovative entrepreneurs, future research could explore challenges these entrepreneurs
encounter in acquiring, utilizing, and managing internal and external knowledge during
designing and implementing innovative products and services. Future research could
further explore how collaborations among different industries within the entrepreneurial

ecosystem can moderate the effect of innovations on productive entrepreneurship.

Furthermore, in both studies (paper 2 and 3) the GEM dataset was employed, which
presents a macro (country) overview of the quality and depth of entrepreneurial
ecosystems. While national level insights of the EEs are important for the theorizing and
policy making, it is important to acknowledge the need for micro level insights towards
this objective. Thus, future research could enrich further the understanding on the EE
phenomenon by employing micro (individual, firm, or meta-organisation) level data.
Future research may also explore other aspects/logics (e.g., mediation/moderation) that

have potential to improve the explanations on the extant EEs framework.

Moreover, the research paper 4 examined the Covid-19 economic consequences on the
EE by exploring stakeholders™ perceptions from a single ecosystem. Future research (for
more nuance generalization purpose) may benefit by exploring the phenomenon from
multiple ecosystems. Moreover, further studies may explore how different stakeholders’
roles e.g., government’s ability to provide stimulus packages such as relaxed tax rules,

lending and repayment rules affect EE quality and performance during the crisis.
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